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How to reduce 
bad debt losses 


OW can you find out what 

slow accounts are costing 
you? How have others cut their 
bad debt losses? What simple 
steps can you take to reduce 
your credit costs? 


Proved ways to cut costs 
Household’s Credit Library for 
the Retailer gives practical an- 
swers to these and other credit 
questions affecting your busi- 
ness. The five booklets tell how 
leading retailers are solving the 
most important problems be- 
fore credit men today. 

“Ten Hidden Losses in Slow 
Charge Accounts” shows how 
slow-pay customers cost you 
money in ten different ways and 
tells how to avoid this loss. 

In “‘A Controlled Credit Pol- 
icy”’ you will find exact instruc- 
tions on how to apply such a 
policy to your store. 

Do you know how to age ac- 
counts and how to use the 
analysis in credit management? 
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“Age Analysis of Charge Ac- 
counts” will tell you. You will 
learn how to make the analysis 
and how to benefit from it. 

On what basic principles are 
all successful deferred payment 
plans founded? ‘Controlled In- 
stallment Credit”’ outlines these 
principles and tells how to ap- 
ply them to your business. 

Can community credit con- 
trol help you cut your costs? 
“A Community Credit Control 
Policy”’ describes the benefits 
such a policy has brought to re- 
tailers in Cincinnati, Detroit 
and other cities. It tells how 
you can create a similar policy 
in your community. 

Sample volume free 
Household Finance has pub- 
lished these booklets to pro- 
mote better credit methods. 
You may obtain any one book- 
let free. Why don’t you send 
the coupon for the volume 
which most interests you? 


See Household’s interesting exhibit "Stretching Your Dollar” 
at the New York World’s Fair 
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EDITORIAL COMMENT 


By LEO M. KARPELES 


President, National Retail Credit Association 


PNe 
Convention Time 


NCE a year the Credit Executives of 
North America direct their attention 
to the Annual Convention of the Na- 

tional Retail Credit Association, and many of 
them, fortunate enough to attend, interrupt 
the daily routine of their positions for the 
only time during the year, to enjoy profes- 
sional and social intercourse with the Frater- 
nity. Retail credit work has indeed developed 
into a profession in the last few years, and 
with the extension of credit classes is improv- 
ing the personnel of our departments and pre- 
paring many for future executive positions. 


Fortunate indeed are those who will be 
able to attend the Annual Convention in San 
Francisco this year, combining as it does a 
marvelous trip for most of us, a World’s Ex- 
position already known for its success, and a 
credit program prepared by men with many 
years of experience. The program itself com- 
bines a goodly number of our own members, 
together with experienced and successful lead- 
ers in business, who feel the importance of 
lending their cooperation by accepting invita- 
tions to address our sessions. Your President 
is of the opinion that our business sessions will 
be most interesting and instructive and that 
it behooves all of us to report promptly for 
the scheduled meetings, to cooperate with the 
speakers by remaining in attendance through- 
out the sessions, and by lending our individ- 
ual efforts in the general discussions. We 
owe deference to the program committee for 
their efforts, we owe an obligation to our em- 
ployers for permitting us to attend the Con- 
vention, and we should be selfish enough to 
seek as much information and improvement 
as is possible for our own selves, from the 
technical and general subjects which will be 
discussed. 


With the tremendous increase in credit 
volume, and especially in installment selling, 
credit methods and procedure have under- 
gone many and radical changes. Only through 
constant study and interchange of ideas can 
the up-to-date credit department expect to 
function efficiently and economically. Our 
various group conferences give us the oppor- 
tunity of contacting credit granters in our own 
lines of business, thereby enabling us to com- 
pare the results of our various operations, and 
through this comparison to obtain suggestions 
and ideas as to different systems and routines 
of handling our work. 


Business promotion and advertising have 
become a major factor in retailing and it be- 
hooves our credit departments to give particu- 
lar attention to the promotion of credit vol- 
ume through either the invitation of new ac- 
counts, the revival of inactive accounts, or the 
extension of current active accounts. While 
the same ideas could probably be obtained 
through the mail or from written articles, 
personal contacts will give you the actual de- 
tails and personal experiences of fellow mem- 
bers engaged in similar work. 


Many of us possibly are not reaping the 
full benefit of tools which have been placed 
in our hands. The amendment to the Bank- 
ruptcy Act, national legislation of other kinds, 
state legislation and even local legislation and 
cooperation will lead to improvement and the 
extension of our accomplishments. 


It is hoped that you will return home from 
the Convention with a feeling of satisfaction 
for having attended, and inspiration for future 
efforts in your chosen field. 
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Credit Executives, Debtors, 
Creditors, and Economic Mystery 


By ALEX JEX* 


Peoples Finance & Thrift Co., Salt Lake City, Utah, President 
District Nine, N.R.C. A. 


INCE receiving your invitation I have been taking 

a very serious look at credit affairs through be- 

wildered eyes, searching for something worthwhile 
to say. In the news there are wars and rumors of war, 
accounts of government loans, of gold imports and of 
unemployment. I shall try to speak only of credit execu- 
tives, debtors, creditors and the lack of understanding— 
the mystery of today’s economics. 

A credit executive is daily concerned with an endless 
chain of humanity before the credit bar, willing to prom- 
ise tomorrow’s income for satisfaction and things today. 
There are those who think promising tomorrow for to- 
day is evil. I am one who thinks it more good than evil, 
and believe that this disposition on the part of individuals 
to promise tomorrow’s income for satisfaction of today 
is in reality an outstanding human virtue. Today is real 
and tomorrow may never come; it does not always pay 
to postpone your living until tomorrow. It strikes me 
that it is only an occasional realistic credit man that 
wrinkles his brow about the future, and even then his 
concern is more in the interest of someone else than of 
himself. Even the credit manager, knowing all he does 
about the fulfillment of a promise, is willing to give his 
own in exchange for enjoyment and things to be paid fot 
from future income. In one respect a credit man is unique: 
he knows the thrill of relying on promises only; it is left 
to others to experience the thrill of selling and possessing 
without thought of further responsibility. 

The extent to which life is a bewildering stream of 
promises is amazing; they are large and small, long and 
short, ever increasing and never ending. Some can be 
fulfilled, some cannot be fulfilled and will not be ful- 
filled either here or hereafter. Wherever there is life 
there is trade; wherever there is trade there is exchange 
of things for promises, which involve every department 
and walk of life and every nation without regard to 
boundary. The number and size of the promises depend 
simply upon the urge, the thing, and the hope of to- 
morrow. 

This promising becomes quite a circle. Today is the 
result of yesterday's promise and today’s promise will be 
made according to the confidence in tomorrow which is 
already determined by the promise of yesterday. The 
business of debits and credits is a very interesting study. 
Man’s relationship to man is more a creditor-and-debtor 
business than anything else. We all spend time making 
promises and then more time keeping them. If we thought 
as much of keeping the promise as we do of securing 
today’s needs with promises, certainly there would be 
fewer sales and fewer promises. More fortunate than 





*Address delivered before the Ninth District Conference, 
Colorado Springs, Colorado, April 23, 24, 25, 1939. 
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otherwise, human nature is willing to take risks. What 
do you suppose, if anything, all this promising has to do 
with today’s economics, and how much does a credit man 
have to do with it, and how much does he know about 
it? Let the credit executive announce his economic un- 
derstanding along with countless others. 


Here is economic today without blame or complaint. 
The general discussion of present economics is a bewilder- 
ing array of contradicting beliefs and teachings concern- 
ing economic emergencies. It is said that this business 
of employing, creating, distributing, consuming and prom- 
ising is broken down. The Republicans are blamed, cap- 
ital is blamed, labor is blamed, having too much of every- 
thing is a cause, having too little is a cause, rich corpora- 
tions are to blame, too many machines have done away 
with the need of labor and in doing so have stopped con- 
sumption and the need of further labor. These are only 
a few of the many named causes of a depression, so called. 


Here are some of the things that have been done: The 
dollar has been revalued, bank deposits are guaranteed, 
billions of promises have been transferred from citizens 
to the Government. Laws upon laws have been passed, 
taxes have been raised and reraised; we are given what 
is called “An Era of Managed Security.” More than 
half of the world’s gold and silver is piled up in the 
U. S. A. Credit is being created beyond anything ever 
contemplated. Wealth is being distributed and con- 
sumed without regard to increased production. Borrowed 
money is expended in the hope that it will cure every- 
thing. Labor unions and labor laws are expected to 
create labor, cheap money and easy credit are used with- 
out fear of consequence and thought to have no relation 
to bankruptcy. The thrift and industry practiced by our 
ancestors are condemned, spending is praised, consumption 
is glorified. Savings and profits are considered enemies 
to the public good and opposed to labor. The debtor is 
exalted, the creditor is considered an unnecessary evil. 
Suddenly it has become more blessed to receive than 
to give. 

All this conflicting endeavor and pronouncement about 
today’s economic situation spell nothing but mystery, only 
endless misunderstanding with no solution. Maybe the 
credit fraternity will act on it. At least they can take 
an interest in public life and teach fundamentals of credit 
and endeavor to occupy public as well as private credit 
positions where staggering sums of borrowed credit are 
being managed. An understanding of economics always 
has required and does now require scientific study, not 
political emotion. These creditors and debtors who are 
having such a difficult time to live are emotional beings, 
subject to passion, enthusiasm, class hatred, disappoint- 





ment, likes, dislikes, love, hope, horror, impatience, hun- 
ger, ambition, greed, and they can be understood and 
directed best by straight-thinking and experienced credit 
executives. If credit is being misused, it will be cured 
only under the management of credit men. It is up to 
credit men to see to it that this department of public life 
is wisely operated. 


If a credit executive is not a thinker, he is no credit 
executive. Suppose we stop and think, and as credit 
executives we assume the responsibility of enlightening 
our debtors and creditors in the ways of economics, about 
the basic factors which will promote continued human 
happiness. We know that economics is not politics; being 
a Republican, a Democrat, a New Dealer, a Socialist, a 
pacifist, a conservatist, a liberal or a radical does not 
qualify one to be a leader or a guide to prosperity any 
more than it qualifies one to administer credit wisely. 
We know that the rightness or wrongness of economic 
questions is not found in hunches, prejudices, wishful 
thinking, class hatred or unintelligent emotion. We know 
that incantations about the forgotten man, the under- 
privileged, economic royalists, money changers and Wall 
Street, coming from public servants, do not spell an eco- 
nomic cure. If you are intelligent, of sound mind, eager 
to know the truth, fond of meditation, willing to con- 
sider, slow to conclude, careful to dispose, not carried 
away by emotion or admiration and especially disposed to 
work, you are a worthy credit executive, a desirable public 
servant, a good leader, and you have at the moment a real 
opportunity to teach and practice workable economics 
which are so badly needed. Here is an economic formula, 
a simple one, that can be used by credit men daily, not a 
panacea—one that will work. It is given by Harry 
Scherman in his work The Promises Men Live By. It is: 
First, an economy where all economic promises, especially 
those of the Government, will always and invariably be 
fulfilled. Second, an economy where every adult would 
be able to exchange his labor, of whatever form, for physi- 
cal goods and incorporeal satisfactions sufficient to keep 
him and those necessarily dependent upon him in a con- 
dition of material well-being which it would be reasonable 
for him to be ambitious to obtain. Such a state, Scherman 
says, will provide maximum security, will remove business 
cycles as well as unemployment, will do away with pov- 
erty, and will eliminate the economic need for war. 

Such an economy further will run major industry at 
normal capacity, will place all the unemployed at work, 
will consume all products as they are supplied, will fur- 
nish all needed credit without Government guarantee, 
will stabilize fair prices to capital and labor alike, and will 
promote trade without artificial barrier. In such an econ- 
omy, savings, spending, and investments will have equal 
importance; imports will equal exports; debts will be 
proportionate to income, including public debts; the con- 
sequences of drought, famine, floods, pestilence and all 
calamitous happenings will be shared equally by all. The 
Government will govern and not compete with its citizens. 
Technology will be recognized as the key to efficiency. 
There will be no substitute for work. Capital will be 
permitted to accumulate and, above everything, freedom 
will be exalted. Freedom of religion, of speech, of press, 
of assembly and the magic of individual initiative will be 
encouraged. This pictures a Utopia; if it does not, it 
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should. There certainly is no harm in having an ideal as 
a guide. It may be proper even for credit men to do such 
dreaming, and teach ideals to debtors and creditors so 
that a realization of such might become possible. If such 
a system can ever be visualized and understood by any 
great number of debtors, creditors, rulers, leaders, and 
credit executives, then a happy tomorrow is assured. 

It has been correctly said, “He who is without hope, of 
all men is the most miserable.” Anyone can believe in the 
past; it is easy to read of and form an opinion of that 
which has gone before; to appreciate the present takes 
study and experience; but to look into the future takes a 
genius. Maybe the future holds nothing for the realistic, 
unimaginative credit man. It is my poor guess, however, 
that credit activities of the future will be stupendous com- 
pared with anything of the past. In recent years our 
Government has projected credit into activities unheard 
of—a veritable credit revolution is now under way. One 
of the things for which the present will forever be known 
will be its encouragement of credit. The disappointment 
of today, the restlessness, the piled-up and unused energy, 
the abundance of everything which we have, technical ma- 
chinery, scientific and chemical knowledge and under- 
standing now in our possession, point to a dawn of limit- 
less possibilities. 





Let not talk about war hide the future. Life is war. 
War has forever been and may always continue. What of 
it? Europe, for example, has had hundreds of national 
fatalities, she may have hundreds more; always, regard- 
less of terror and conflict, progress has continued on and 
up; always life has become richer and the world has al- 
ways become a little better. Economic and social revolu- 
tions are as old as man, but he has always found a way to 
happiness, has always built better, has produced more, has 
increased in number, has always made more and better 
tools because of an eternal hope in tomorrow. 

Nearly half of the life of man on earth has been spent 
at war. England in the last 2,500 years has spent 56 per 
cent of her national life at war with someone; Spain has 
been at war 67 per cent of her national life, and even 
peace-loving United States has been at war 14 per cent 
of the 150 years she has existed. Liberty of people waxes 
and wanes; populations are enslaved and liberated ; inven- 
tion, innovation, trial and error have ever been the way 
of progress. What if it remains so? There is hope despite 
anything to the contrary; the march of civilization, as 
always, will be onward and upward. 


None of us know a tithe of the things that are known, 
and because of this we are easily shocked with horror at 
present-day race mania, nationalism, economic dogma and 
financial dislocation. ‘Tomorrow is almost sure to find 
an answer regardless of the problems; things will look 
different and a new progress will be found. Pay no at- 
tention to the prophets of gloom; they also have existed 
from the beginning. Only a generation ago, nineteen 
farmers were required to support one city dweller in addi- 
tion to supporting themselves, and his doom was predicted. 
At that time cities were small and the threat of famine 
was a daily concern. Today the same number of farmers, 
besides supporting themselves, supply the food for fifty- 
six city dwellers, who now have a larger supply of food 
and a better variety than has ever been known, with no 
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HILE space will not permit publishing all of 
the letters and telegrams from the associations 
and friends of Daniel J. Hannefin, we feel that 
the following excerpts from letters and resolution of the 


Birmingham Association 
express the sentiments of 
all of our members: 

“I was greatly shocked 
and grieved beyond expres- 
sion of words this morning, 
to learn of the sudden and 
untimely passing of our 
good friend Daniel J. 
Hannefin. 

“Since his first connec- 
tion with the National 
Retail Credit Association, 
I admired Dan (as he was 
affectionately known to his 
host of friends) for his 
sterling character, his up- 
right manner and his en- 
thusiastic intelligence in the 
performance of his duty 
as Managing Editor of 
The Crepir Wor Lp. 

“Tt was not my good 
fortune to come in personal 
contact with him as often 
as I wished, but in frequent 
correspondence my appre- 
ciation of Dam Hannefin 
grew with the years, and it 
is difficult to believe that 
the ‘places that have known 
him shall know him no 
more.’ 

“Dan Hannefin leaves 
behind him a faithful rec- 
ord of work well done and 
innumerable friends to 
mourn his loss.”—FRANK 
Batty, San _ Francisco; 
Past President and Direc- 
tor of the National Retail 
Credit Association. 

* * * 

“T was very much dis- 
tressed to receive news of 
the untimely passing of 
Dan Hannefin. 

“He was a very valuable 
man to our organization 
and a very fine friend to 
those of us who had the 
good fortune to be closely 


acquainted with him. His help and advice will be sorely 
missed by our National Association.”—C. E. MoorMAn, 
Jacksonville, Florida; President, Associated Credit Bu- 


reaus of America. 
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In Memoriam 


Daniel J. Hannefin 


Born January 12, 1889. Deceased May 4, 
1939. 


The sudden passing of Daniel J. Hannefin, 
Managing Editor of The Crepir Wor tp, 
of a heart attack shortly after midnight, May 
4, came as a profound shock to his associates 
and many friends and is a distinct loss to the 
National Retail Credit Association, as well 
as a personal loss to his friends in the Na- 
tional Office. 

He was keenly. interested in his work and 
always contributed generously and enthu- 
siastically of his time in the interest of retail 
credit. His constructive influence in his chosen 
field of endeavor will be missed by his many 
friends of the credit fraternity. 


“Dan,” as he was known to his legion of 
admirers, was a loyal friend, was faithful in 
the discharge of his duties and fair in his deal- 
ings with his fellow-men. We shall miss the 
friendliness of his smile and his word of good 
cheer. 


He enlisted in the service of his country in 
June, 1917, and saw active service in France 
as a member of Battery D, 128th Field 
Artillery, having received his Campaign Medal 
April 1, 1919; at the time of his death he was 
Quartermaster of the Odie J. Wilkinson Post, 
No. 3500, Veterans of Foreign Wars. 

We offer to Mrs. Hannefin and to his chil- 
dren our sincere sympathy in their irreparable 
loss of a loving husband and a good father. 









“I just cannot believe that Dan is gone—one of those 
things that the mind refuses to comprehend, yet it must 
be so because there it is in black and white, that he passed 
away on Thursday morning, May 4. My mind goes back 


over the years and embraces 
along a very pleasant rela- 
tionship with Dan Hanne- 
fin. He has been of im- 
measurable assistance to me 
on innumerable occasions 
and I feel his loss as I 
would a friend I had 
known and loved and who 
occupied a place close to 
me. 


“He endeared himself to 
all those with whom he 
came in contact, his genial- 
ity, friendliness, poise and 
complete kindliness made 
him universally respected 
and universally admired.” 
LEONARD Berry, Roches- 
ter, New York; President 
of District 2 of the Na- 
tional Retail Credit Asso- 
ciation. 

* * * 

“When I opened the 
Service Bulletin today, the 
heading ‘Dan  Hannefin 
Passes On’ struck me and 
I was shocked beyond be- 
lief. 

“Dan Hannefin served 
Credit Bureau Managers 
through the Service Bulle- 
tin and he served Credit 
Managers through The 
Crepit Wortp. Bureau 
Managers and Credit Man- 
agers in turn served the 
consumers of this Nation; 
therefore it can truly be 
said of Dan Hannefin that 
he served his fellow coun- 
trymen in peace as well as 
in war. The Nation has 
lost a worthy son.”—GeEo. 
K. Friep, Youngstown, 
Ohio, President, Associated 
Credit Bureaus, Fifth Dis- 
trict. 

* * * 


“Dan's passing will mean a great personal loss to you 
as well as to many others in the credit fraternity.”— 
HARLAND C. Busu, Des Moines, Iowa, Secretary, Re- 


tail Credit Association of Des Moines. 
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HE job of supervising the activities of a credit de- 

partment is, as I see it, no longer a limited task. It 

can limit itself to the detail of passing on and col- 
lecting credit accounts or can advance in the number of its 
functions just about as far as the willingness and desire 
of the person handling credits will allow it. It is popu- 
larly accepted that the days of “Credit Managers” are 
gone and in their place are farseeing “Credit Sales Man- 
agers.” I believe in that theory and believe within the 
limits of good economics those handling accounts should 
be sales minded. 

There are some evident truths that you are familiar 
with that I list now as premises to my subject. The sales 
we make on credit are no longer a necessary evil but an 
avenue through which greater volumes of profitable sales 
can be obtained. As such, the greater part of the accounts 
receivable ledgers in any store, constitute a valuable treas- 
ure and should be viewed and handled as such instead of 
merely serving as mediums of posting detail. They are an 
investment that bring increased profits in proportion to 
the extent to which they are put to work. 

Investments need protecting. It takes a considerable 
amount of money to secure the good accounts on our books 
through advertising costs, salesperson’s time, office detail 
and the like. It surely is not inconsistent to say then: at 
least small amounts of money should be expended to keep 
those accounts and protect our original investment. 

For every firm, one resultant of the practice of doing 
business on credit is an inevitable amount of bad business. 
The proportions which this unsatisfactory business as- 
sumes depend, of course, on many things. They depend on 
the soundness with which we extend credit, the amount 
of our cooperation with local Credit Bureaus and the like. 
Might I also suggest that such business can be helped into 
expected insignificance by promoting good, prompt busi- 
ness into larger proportions? And, if this is true, the 
credit man must certainly evolve from a full-time job col- 
lecting accounts to part-time endeavors, not the least of 
which is seeing to it that his firm obtains just as much 
profitable business as possible and understands that there is 
no point at which he.can say that it al/ is being obtained. 

Pleasant persistence and a well-planned and followed 
program are essentials in almost all lines of our credit de- 
partment work. As a result of observation in some stores 
where the business of merchandising credits hasn’t been 
very successful my analyzation has indicated that the fault 
has been the lack of a well-ordered and followed plan. 
Until such a plan is introduced and executed, I do not be- 
lieve the available resuits are obtainable nor do I think 
judgment can be passed against the idea. 

Finally, let there be no mistake about the thing I am 
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The Credit Department 


As a Sales Builder 


By FORD R. LARRABEE 
Credit Manager, Ball Stores, Muncie, Ind. 


advocating. I am not advancing arguments for competi- 
tion of terms as a substitute for merchandise and price 
competition. I propose speaking favorably about (1) re- 
viving inactive accounts, (2) rejuvenating dead accounts, 
(3) sales building on good accounts through good-will 
promotions, (4) general all-around credit department sell- 
ing. 

No matter what the store, large percentages of business 
are done on credit and other things being equal are profit- 
able. The records of these transactions are in the hands of 
the Credit Department. To all other things considered 
surely can be added a fact—that it is squarely up to that 
department to bring to light and to use the value of those 
records. 

(1) Inactive accounts I classify as accounts that have 
been inactive for a period of one to eight months. It is 
our practice in order to keep our files from becoming 
choked to pull accounts after six to eight months of non- 
use. It is the period between the months of last purchase 
and the time the ledger sheet is pulled from the active 
file that I am speaking of now. For following up these 
good accounts I would suggest such a plan as the follow- 
ing. 

When a good account is 60 days inactive a blank state- 
ment is sent showing no balance with a N. R. C. A. inac- 
tive sticker attached. The “You Don’t Owe Us a Cent” 
model has proved particularly effective. Then for the next 
few months a regular statement is sent on which is 
mimeographed a message. The content of this message 
varies from month to month. The idea is to keep it dif- 
ferent, interesting, and to the point; the meat of the mes- 
sage being always to express appreciation and to solicit 
the use of the account. To lend the personal touch all 
statements are signed with pen and ink. (See Exhibits A 
and B). After such a series of statements have been sent 
and before the ledger sheet is removed from the active file 
it is advisable to send one or two letters. Suggested sam- 
ple is shown in Exhibit C. 

Such a program is not followed as an ironclad one, nor 
should it be for anyone, but allowing for ingenuity such 
a consistent outline should be followed. I do not know 
what the figures are on results for general experience but 
I can give you the results of an analysis made at our store 
on this inactive program. It has caused us to redouble 
our efforts to obtain the increases that are evidently avail- 


able. 


Inactive statements sent 9/21-2/21 3,000 
Accounts reopened 1,225 
Per cent 48% 
Total purchases—first month only $14,000.00 
Total cost for 3,000 statements $75.00-$100.00 
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lf these accounts were analyzed for purchases after the 
first month I believe it would be evident that the per cent 
of effectiveness would be much greater. There are some 
who argue that you shouldn’t be too anxious to press the 
customers to keep their accounts active. My only answer 
is: How is one to know which of our inactive accounts 
just don’t need merchandise for awhile, if such a thing is 
possible, and which would re-use their accounts promptly 
with a little suggestion from the store? In just a slightly 
different vein, argument is advanced against comprehen- 
sive inactive programs with the thought that many of the 
customers to whom such material is sent would reopen 
their accounts anyway. Again, how are we to know which 
is which and for the small amount of money involved why 
risk passing up those who do need encouragement? And 
is it not at least mildly possible that the customer who 
would re-use his account anyway might buy more because 
we took the trouble to tell him we appreciate his business ? 
If such a program does irk some people I believe they'll 
admit it’s about as pleasantly as they have ever been 
bothered and who is there that really objects to being told 
his credit is good! 

On lease accounts I would recommend the liberal and 
systematic use of add-on letters. I know that several 
furniture and department stores have used such letters 
with profit. As the lease account nears its end and if the 
account has been good, which most of them are, a letter 
is sent making available the adding of additional purchases 
to the account with concessions as to the down payment. 
(See Exhibit D.) Of real benefit also is making avail- 
able a list of such customers to departments selling lease 
merchandise. This is most effective if done in season—a 
list to the home furnishings department in the spring— 
to the electrical appliance department for refrigerators as 
warm weather approaches, etc. These names become most 
valuable to those departments as prospects. 


I do not propose spending the time with the other three 
parts of my subject as I have the first. The time devoted 
implies emphasis on the first part, for a space of time de- 
void of promotion can do much to place obstacles in the 
path of keeping the account active. 

Dead accounts I define as those which have been inac- 
tive for quite a long period of time. They of course can- 
not be followed as frequently as the inactives, but they 
definitely should not become “forgotten” accounts. By 
way of suggestion I would offer a plan that calls for 
periodic solicitation of these accounts on the basis of a 
series of three letters. 

This series might, for example, be (1) a clever or un- 
usual letter, (2) a serious letter from the Credit Man- 
ager, (3) a serious letter from the store manager or presi- 
dent. For a suggestion as to the type of letter see 
Exhibit E. 

On these accounts begin the first clearly spoken attempts 
to discover the definite reason why the account was closed. 
I’m not implying that this hasn’t been of interest all dur- 
ing the inactive period and normally the inactive solicita- 
tion will bring any failures in store services to light. Per- 
sonally I have the probably “cockeyed” reasoning that if 
you invite the airing of troubles sooner than necessary you 
will not only reach your objective but will do so in plus 
amounts. Overcome a displeasure with offers of additional 
service. If the information does not come voluntarily in 
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response to inactive solicitation, then efforts should be 
made to find out. The kind of promotion undertaken with 
dead accounts is not so important but it is advisable that 
there be one and that it be followed periodically. 


It is a much harder thing to measure the effectiveness 
of the building of sales on good active accounts than are 
the other things I have discussed. I do know that our 
promotions at Ball Stores along this line have elicited 
many, many letters of appreciation. A lot of people have 
taken the time and trouble to call me personally on the 
phone to express, of all things, their appreciation of Ball 
Stores! Uncountable are the comments made to sales- 
people on the floor and we have definite proof that our 
customers’ pleasure has been a topic of conversation at this 
bridge club and that. We woo the increased good will of 
our customers and seem to obtain it. The result can only 
be increased purchases and a larger and more ardent group 
of boosters for our store to those who are lukewarm and 
whom our solicitations have not reached. 

At least part of the success of these efforts is to pick 
times of the year when the buying public is most receptive 
to pleasantries. To date we have promoted during the 
Christmas season. The results are causing us to use the 
Easter season as an excuse for more. A letter of apprecia- 
tion of the customer’s patronage and the manner in which 
payments were made was used during the Christmas sea- 
son of 1938. Exhibit F was sent to a large list of our 
good active accounts in the first week in April of this year. 


These three things are but part of the eternal sales- 
mindedness that credit people must have if we are to ele- 
vate the worth of our departments and take them from 
overhead into production. I have had occasion from time 
to time to speak and write about taking intelligent appli- 
cations and have suggested that a vital element of every 
first interview with a customer is the practice of salesman- 
ship by the interviewer. He must during this most im- 
portant conference sell the store, its merchandise, person- 
nel, and himself. He must lay the foundation not only 
for sound credit dealings but for cordial, profitable rela- 
tions between the whole store and the customer. This 
sentiment can with reason be expanded to include all the 
interviews that the credit office may have with the cus- 
tomer. It is just as important to look for the good sales 
to be had as it is to ferret out the bad ones we don’t want. 
There are some who argue that all this should be done 
but it is not the duty of the credit department to adminis- 
ter it. To such arguments I have two direct and frank 
replies. In the first place such promotions logically be- 
long to the credit department for no one else in the store 
is in the day-to-day close contact with the credit experi- 
ence of the stores’ customers. Expand the credit depart- 
ment, Yes. Divorce the task from the credit office, No. 
In the second place, it is an item of pride to me and I 
know to you to develop our departments to as high a state 
of usefulness as possible. In so doing we assist in promot- 
ing to a profession the jobs that we eat, sleep, and work at. 

All this while I have been cognizant that much, and 
probably all, of this is “old stuff.” If so, I sincerely hope 
that by repetition I have caused thoughts to turn a little 
more than in the past to credit department selling—a 
really fascinating and worthwhile contribution to the 
pleasure we may enjoy as we work and the success of the 
firms for whom we work. 





EXxHIsit A. 


BALANCE 
Just to remind you— 
You haven’t used your account for quite awhile— 
And— 
We have missed you. 
Your business is appreciated. 
And— 
It is a pleasure to serve you— 
So— 


$000.00 


We hope that you will use your account again real soon! 
Very sincerely yours, 
F. R. Larrabee 
Credit Manager, 
Ball Stores, Inc. 
ExHiirt B. 

It’s our birthday and we're celebrating! ! ! 

Enclosed you will find a big list of real values for ev- 
eryone in the family. There are many more interesting 
items to be found in the store. Please come in and pay 
us a visit. 

Also, remember that the convenience of your 30 day 
charge account is still available. You haven’t used it for 
several months now and as an old friend we hope you'll 
give us the opportunity to serve you during our anniver- 
sary celebration. 

Sincerely, 

Ball Stores, Inc. 
By: F. R. Larrabee 
Credit Manager. 


Exuisit C. 
Mrs. John Brown 
Muncie, Indiana 


Dear Mrs. Brown: 

Our customers rarely see the greatest treasure in our 
store for it is our ledger file of prompt paying accounts. 

Your past accounts have helped make this treasure 
valuable and we want you to know we have sincerely ap- 
preciated the many favors you have shown us. 

You haven’t used your account for several months and 
we are, of course, deeply concerned. Our entire store 
stands ready to serve you in all ways at any time. 

We in the Credit Department are particularly anxious 
to be of service and we sincerely hope you will use your 
account again very soon so we can give your charges the 
prompt attention you are entitled to. 

Sincerely yours, 
Ball Stores, Inc. 
By: 

Credit Manager. 


Exuisit D. 
Mrs. Juliana MacKimmon, 
Muncie, Indiana. 


Dear Mrs. MacKimmon: 

We are pleased to advise that the excellent manner in 
which you have taken care of your contract account dur- 
ing the first year of this store’s business makes you a 
privileged customer. 

This week we will begin the celebration of our first 
anniversary. The Electrical Appliance Department has 
many items of fine quality at unusual savings. 
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In order to show our appreciation of your fine patron- 
age, we want you to have the advantage of securing any 
of these items for your home at this great saving without 
the usual down payment. We will be pleased to put your 
account on a convenient basis. 

A visit to the appliance department situated in our 
Good Housekeeping Store Downstairs will well repay 
you. Just present this letter to one of the salesmen and 
he will know immediately that you are entitled to special 
consideration. 

Very truly yours, 
Ball Stores, Inc. 
Department Manager. 


ExHIsiT E. 
Mrs. John Doe 


Muncie, Indiana 
Dear Mrs. Doe: 


Old customers are the same to us as Old Friends. If we 
don’t hear from one for awhile we try to find out if this 
is due to any lack of attention on our part. 


For a long time we have not had the pleasure of assist- 
ing your buying through the use of your Ball Stores 
Charge Account. 

If we have failed to serve you in any way, won’t you 
please tell us and we will welcome the opportunity to im- 
prove our service. Even if there is nothing wrong we 
would appreciate a word from you. 

Especially we are anxious to see your account active 
again. Your manner of payment established you as a 
Preferred Customer and we stand ready at all times to 
give your charges the prompt attention they deserve. 

Sincerely yours, 
Ball Stores, Inc. 
By: 

Credit Manager 





EXHIBIT F 





IBAILIL STORES 


CORPORATES 





* MUNCIE INDIANA 





Dear Mrs, Smith: 


Contrary to the popular "Spring Fever" celief it nas been 
said that "it takes a glorious springtime to wmke a mn up"... 


At Ball Stores we are neither just waking up nor going to 
sleep on the fact that you have been showing us many kind 
favors during the past months through the use of your promptly 
paid charge account. 


If we have appeared neglectful in expressing our appreciation, 
may we take refuge in the fact that we have been quietly 
endeavoring to add to your shopping pleasure and the services 
we are ever anxious to render. We want your shopping here to 
be a delightful and worthwhile experience and to that end we 
invite your suggestions and comments. 


During the glowing Spring and Summer seasons our Credit 
Departasnt «ill be equipped to render speedy service to our 
preferred customers. We hope sincerely that the prompt 
attention we shall give your charges will in a small my 
express our appreciation of your patronage. 


Sincerely yours, 


Credit Manager 
FRL: JB 
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Credit Women’s Breakfast Clubs of North America 





Miss Marion Brooks Miss Avadana Cochran Mrs. Catherine Bartlett 
President Past President First Vice-President 
Program 
MONDAY, JUNE 19 WEDNESDAY, JUNE 21 
7:00 P.M.—Get Together Meeting, French Parlor, Palace 7:00 A.M.—San Francisco Breakfast Club, Hostess Breakfast, 
Hotel. ; Gold Room. 
8:00 P.M.—Board Meeting, Tapestry Room. 11:00 A.M.—Address “Credit Personnel,” Marion O. Brooks, 
TUESDAY, JUNE 20 Treasure Island Auditorium. 
7:00 A.M.—Pre-Convention Committees Breakfast, Main Din- THURSDAY, JUNE 22 
ing Room. 7:00 A.M.—Newly elected and outgoing Officers and Board, 
12:30 P.M.—Drop-In Luncheon, The Dawn Club, Annie Street. Breakfast, Pig ‘n’ Whistle, 130 Post St. 
7:00 P.M.—Annual Business Meeting, Gold Room. 12:30 P.M.—Drop-In Luncheon, The Dawn Club, Annie Street. 


OFFICERS AND COMMITTEE CHAIRWOMEN 


Credit Women’s Breakfast Club of San Francisco 





Mrs. Kay Braman Miss Stephanie Miss Uva Etter Mrs. Aline Dobson 
President Dougherty Treasurer Secretary 

Union Oil Co. Vice-President H. Liebes and Co. Charles Brown and 
I. Magnin and Co. Sons 


Greetings to Members of the Credit 
Women’s Breakfast Clubs of North America 


The Credit Women’s Breakfast Club of San Francisco extends a 
most cordial welcome to its guests in San Francisco in June. We are 
delighted to have this opportunity to entertain the clubs of the United 
States and Canada. 

Mildred McKelvey It is our sincere hope that your visit with us will be a memorable Siecces Welher 
—— one—that every moment will be enjoyable and constructive, so that you ee Peon 
may return to your respective groups with greater aspirations. 








Annelle Pro Helen Heilbronner Maude Somers 


Virginia Erickson Berniece Baumgarten 
Social Publicity Program inance Hospitality 
Union Oil Co. O'Connor, Moffatt & Ransohoff's Hale Bros. Roos Bros. 
0. 


Photographs, du Charme Studio, San Francisco 
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Credit Department Letters 


ECENTLY, the Credit Analysis Club of the Re- 

tail Credit Association of Kansas City conducted 

a collection letter writing contest. The rules of 

the contest required that all letters be submitted on the 

letterhead of the firm represented by the contestant and 

there was no limit as to the number of words. Letters 

were to be judged on: (1) Effectiveness as to action; 
(2) Composition; and (3) Appearance. 

Following is an outline of the problem: 


Mr. Doe is a middle aged married man. He has been 
employed by a well established firm for the past nine years 
at a salary of approximately $200.00 per month. Recently, 
his firm transferred him from the office to a job as traveling 
auditor, adjusting dealer accounts. If he makes good on this 
job he will receive an increase in salary. 


His record with your firm is as follows: 


OpENED HIGH Crepir Ow1nG Monto PAYMENT Last SOLD 
10-33 $35.75 $58.10 10-38 30-60 12-20-38 


In December, various types of merchandise were purchased 
which amounted to the sum of $58.10. He has paid promptly 
in all the years he has traded with your firm. His credit 
outstanding at the present time is at its highest peak. 

January 1 and February 1 statements were mailed. 

February 15, a past due notice in the form of a collection 
sticker was sent. 

February 25, as there was no reply he was contacted by 
telephone and he promised to pay his balance March 1. 
This promise was accepted. 

March 1, regular statement was mailed. 

March 15, account still unpaid. A _ telephone call was 
made to his business address and you were told Mr. Doe was 
out of the city for a few days, so you called his residence 
and talked to his wife. She stated that she knew this balance 
was due and unpaid but that she did not have sufficient funds 
to pay at that time. She indicated a willingness to see that 
the account was paid and suggested that you write a letter 





THE MEYER FURNACE COMPANY 


===> £44 OVER Pre = et ope or 
WEIR O28 s-0 800) FURNACE 
HANDY FURNACE PIPE 


WARM AIR REGISTERS AND SUPPLIES 





1081 ST Lous avenue 


KANSAS CITY, MissOUR! 


May 4, 1939 
Little Mn Shop 
Smallsburg, Iowa 
Gent lemen: 
STOP - Lor _ LISTEN. 


A railroad crossing is not the only place that there is danger, 
for by our every act we are setting up causes that either work for 
or against us. 


If we do not STOP long enough to LOOK at matters from all angles, 
and LISTS to that quality within which says "Do Right," we can 
very easily set up causes that work against us. 


In your case it is not so much the idea of the $6.06 that you have 
been owing us for about ten months, but the fact that you have 
failed to make any reply to our different statements and letters, 
How do you think we feel about it, and what would be the natural 
thing to think? 


Surely you must realise that the only way a credit standing can be 
had, is that it must be deserved. Again, you cannot afford to have 
this $6.06 standing out against you, for it is too smal) an amount, 
No one can escape an obligation to met his bills, for while the 
company he owes may be able to stand the loss, the debtor cannot 
afford to let them lose, We have to pay, and the law of cause and 
effect many times makes us pay double or trpbble, in losses that 
come to us in other ways. 


Snough saidi Use the enclosed envelope for your check. Also, if 
you need any supplies, don't forget that we are entitled to your order, 


Yours truly, 
THE MEYER FURNACE COMPANT 


" Lerzp- he hla «. 
ave Credif Manager. 
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to her husband at the residence address and she would bring 
it to his attention immediately on his arrival home, Sunday, 
March 19. 

The account had always been satisfactory. Mrs. Doe was 
very nice, but would not give a definite date of payment, 
requesting that you communicate with Mr. Doe. 

Shortly before the death of Mr. Daniel J. Hannefin, 
all letters were submitted to him by Mr. M. G. Riley, 
Secretary-Treasurer of the Association, with the request 
that he select four winners. The letter written by W. M. 
Childers, Credit Manager, The Meyer Furnace Com- 
pany, Kansas City, was Mr. Hannefin’s choice for first 
prize and it is reproduced below together with his rea- 
sons for making the selection. 

“The letter by W. M. Childers, Credit Manager of 
the Meyer Furnace Company, is my first choice, because 
the first two paragraphs have much attention-getting 
value. These two paragraphs also build an excellent 
opening, in a credit educational way, for the remainder 
of the letter. The third paragraph I consider excep- 
tionally good. Especially the last sentence: ‘How do 
you think we feel about it, and what would be the nat- 
ural thing to think?’ The last paragraph is also very 
good, as the first sentence contains an additional educa- 
tional thought, from the credit standpoint, and the second 
sentence is a good closer.” 

Mr. Childers’ comments were: 

“After being notified that my letter was first choice, 
I immediately selected a few accounts and wrote this 
letter to them, changing it only slightly according to the 
accounts. 

“I mailed one to an account that was eight months 
past due. It amounted to only $6.06; however, during 
the time outstanding, we had not received a reply to our 
repeated statements, nor had we received any more busi- 
ness from the customer. So, since our salesman had 
failed to find the man in his shop, on his visits to the 
town, it was a frozen item, and the three letters written 
within a few weeks of each other remained unanswered. 

“However, this letter brought in a check within a few 
days, with the return of the letter, on the bottom of 
which the customer wrote, ‘Enclosed find check to cover 
above amount, and I want to thank you for your con- 
sideration shown.’ ” 

oe” 
Twenty-Five Years of Service 

Frank B. Duryea, owner of the Credit Bureau of St. 
Petersburg, Fla., writes: ‘Today closes my twenty-fifth 
year as owner and operator of the Credit Bureau here and 
so far as I know there is no business in St. Petersburg 
operating under the same ownership and management 
which was in existence on May 1, 1914.” We con- 
gratulate Mr. Duryea on this outstanding record. 

“Der 
Position Wanted 


Crepir MANAGER—Seventeen years’ experience (three 
firms) in retail furniture business; Credit, Collections, 
Office Management and Accounting. 42 years of age. 
Has excellent record and can give best of references. 
Address Box 61, Crepir Wor vp. 
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Nearly a Half Century of 
Efficient Credit Service 


By C. E. CORMIER 
Secretary-Manager, Retail Merchants’ Credit Bureau— 
Commercial Exchange, Bay City, Mich. 


ITHIN a year, the Retail Merchants’ Credit 

Bureau—Commercial Exchange of Bay City— 

will observe an important milestone—its 50th 
anniversary. 

As businesses go, perhaps, such an anniversary is not 
particularly unusual. But for a credit bureau, such a 
record of continuous service is certainly noteworthy be- 
cause most of the credit reporting organizations in the 
United States date back to the greatest period of develop- 
ment in the credit field, during the past twenty-five years. 

It is, therefore, with some pride that we, in Bay City, 
look on this half century of continuous operation which 
establishes our organization as one of the pioneer credit 
reporting businesses of the nation. 

The successful operation of a credit bureau for that 
length of time, in a city which had a population of about 
40,000 in 1890 and approximately 50,000 at present, is 
due entirely, I believe, to the fact that it has competently 
given a needed business service to its merchant members. 
And undoubtedly, a factor in its continued existence has 
been a full realization on the part of Bay City business 
men of the value of accurate credit information. 

Early records of the office, with the passing of time 
and the death of the first officers, are exceedingly meager. 
We still possess in our files, however, some of the credit 
reports on individuals compiled by the bureau back in 
the early 1890's. 

By modern comparison, these early reports are primi- 
tive and entirely inadequate. In the main, they consist 
of brief typewritten statements pasted on cardboard. Yet 
they contain essential credit information, and the con- 
tinuous operation of the bureau is evidence of their value 
to the merchant subscribers. 


The bureau was organized in 1890 as the Universal 
Credit Agency, with Charles E. Cornwell as first man- 
ager. This infant enterprise, in what was 50 years ago a 
largely untried field, was started in a community of vastly 
different outlook from the Bay City of today. 

Five decades ago Bay City was an important center of 
the booming Michigan lumber business. Solidly lining 
the banks of the Saginaw River were huge sawmills con- 
suming the products of Northern Michigan’s finest for- 
ests. Some of the biggest boats to ply the Great Lakes 
were made in its shipyards; salt manufacturing was an 
important industry. In such a community, this pioneer 
credit bureau justified itself. 

Later years saw rapid changes in Bay City’s business 
make-up, yet there remained a demand for accurate credit 
reporting, and the credit organization kept pace with 
changing conditions. The lumber industry declined, and 
gave way to a more varied industrial and business set-up. 
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In its place came the automobile manufacturing plants, 
the heavy equipment industries, the mills, electrical equip- 
ment shops, and smaller industries that have broadened 
the city’s business and industrial base. 

In the midst of such change, the credit bureau con- 
tinued to meet the demands made on it for service. Look- 
ing into old records of the organization, I find that it 
changed locations several times, and also its name and 
managers. 

But the important thing is that it operated continu- 
ously since its founding. It even survived one disastrous 
fire in which the files were water-soaked and much equip- 
ment was scarred by flames—but operations we-e con- 
tinued 24 hours later in another location. 

Not the least of the reasons for the success of the Bay 
City Credit Bureau has been long tenure of management. 
For instance, from 1907 until 1930, the Bay City office 
was directed by one manager, William Wedthoff, a for- 
mer newspaper man. 

Coupled with this are other reasons which account for 
the success of the bureau through panics and depvessions, 
fair and good times. There has been a constant effort 
to improve methods, employ new ideas, use new and mod- 
ern equipment. 

I think the 50 years of service established by the credit 
bureau in Bay City has been due principally, however, to 
the application of the principles of sound credit crystal- 
lized into the code of ethics of the National Retail Credit 
Association. 

This application in the early days of the bureau in Bay 
City must have been largely the result of intuition and 
an intelligent insight into the credit needs of local busi- 
ness. But in more recent years, it has been a conscious 
process, based on the findings of national and state credit 
organizations. 

Briefly, the efforts of the local bureau in later years 
have followed the five points of the “Code of Ethics”: 

1. To encourage the broadest use of consumer credit 

consistent with sound business principles and the 

welfare of the community. 

2. To protect the interests of credit granters and cus- 
tomers alike by obtaining ‘credit reports on all ap- 
plicants. 

3. To educate the public in the proper use of credit. 

4. To counsel and protect customers against the trag- 

edy of going into debt beyond their ability to pay. 

5. To cooperate wholeheartedly with other credit 

granters in matters of credit policies: and terms. 

While encouraging the use and exténsion of credit, we 
are never hesitant to give warning when it appears exces- 
sive credit is being extended. 

(Continued on page 31.) 








The Perils of Installment Selling 


By CARL N. SCHMALZ* 


Chief, Bureau of Business Research, Harvard Business School, Cambridge, Mass. 


brought to my mind a remark with reference to 

pawnbrokers made recently by a woman in Cam- 
bridge. This woman had purchased a refrigerator on the 
installment plan and had been forced to pawn her wedding 
ring to get money to meet one of the monthly payments. 

Coming away from the pawn shop she met a friend, 
and said, “I think I see now why pawnbrokers hang out 
three balls as the sign of their profession. I think it must 
be because the chances are two to one that a customer 
who borrows money in a pawnshop will not be able to 
redeem her merchandise.” 

This incident illustrates the very real problem with 
which many consumers are confronted in finding the 
money to meet installment payments. 

It gives point to the statement that the consumer faces 
dangers in installment buying just as the merchant faces 
dangers in installment selling. This morning we are con- 
cerned only with the dangers to the merchant, but we 
must not forget that there are dangers to the consumer 
as well. 


’ ’ HE topic suggested by your committee for my talk 


Any thinking on questions related to installment credit 
should recognize one fact: whether we as individuals like 
installment selling or not, whether we as individuals buy 
on time or not, installment selling is here to stay. 

In our present state of technical development, and with 
our present standard of living, there must be some ar- 
rangement whereby people of small incomes, who do not 
save before they buy, can purchase articles of large unit 
value. This need has existed for years as regards homes, 
pianos, furniture, and books. Since 1920, however, in- 
dustrial progress has led to a rapid growth in the number 
of articles of large unit value, and aggressive merchandis- 
ing has sold these articles in quantity on time payments. 
As the production of these articles increases relative to the 
total production of consumer goods, there will be a con- 
tinuing increase in the dependence of our society upon the 
device of installment selling. 

We must not assume, however, that because installment 
selling is necessary, it is a merchandising tool without dis- 
advantages and without dangers. Rather it belongs in the 
class with comparative price advertising, trading down, 
and excessive services as one of the more dangerous retail 
devices. This is true as regards both the immediate operat- 
ing problems to which it gives rise, and its indirect and 
long-run implications for the merchant. Quite appropri- 
ately, therefore, we give thought this morning to the perils 
of installment selling. 

Let us look first at the two features of installment sell- 
ing which underly most of its abuses, its problems, and its 
perils. 

First, installment accounts represent an inherently cost- 
ly method of selling. The high costs must be covered 
by the customer; and, therefore, long margins or special 
charges are necessary. These in turn, carry with them 


*An Address before the First District Conference, Swamp- 
scott, Mass., May 15, 16, 1939. 
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temptation to misrepresent goods, so that prices will not 
seem high, or to misrepresent terms, so that they will not 
seem onerous. Such misrepresentation frequently produces 
a favorable immediate response, more business. As a re- 
sult, the less responsible dealers who try misrepresentation 
sometimes continue with it. When they do, trouble for 
all ensues. 

Thus, the high cost of installment selling is one of the 
underlying features which colors the whole installment 
problem. The second feature is this: Installment selling 
is needed chiefly by people of low incomes. Frequently 
these people are not only poor economically but also care- 
less or ignorant as regards money matters and merchandise 
values. Hence, many of them are perfect potential vic- 
tims for high pressure salesmen or unscrupulous dealers. 
Many installment retailers, and many employees of such 
retailers, habitually take advantage of this opportunity to 
misrepresent and to bamboozle. High pressure selling 
leads to defaults and to high pressure collecting. Fre- 
quently the abuses associated with the loan shark are en- 
countered in the installment business. Responsible re- 
tailers, among them the large department stores and the 
automobile concerns, have done a great deal to make in- 
stallment selling respectable, but the difficulties remain. 

And so, installment selling, although distinctly service- 
able to society and quite justifiable, is an instrumentality 
which has to be watched and restrained. Retailers who 
engage in the installment business should do so with a 
clear realization of their responsibility to their individual 
firms, to their customers, and to business as a whole. 

From the standpoint of the retail merchant, the perils 
of installment selling are seven: 


1. That he will offer installment terms which are too 
liberal ; 

2. That he will apply those terms with too much lib- 
erality ; 

3. That he will allow installment practices to under- 
mine the standards established for regular charge selling; 

4. That he will overload his customers ; 

5. That undesirable installment practices will have the 
effect of strengthening the antagonism of customers which 
is being expressed in the consumer movement ; 

6. That, by raising his own costs and prices through 
installment selling, he will help to create an opportunity 
for lower-cost competitors ; and 

7. That he shortly will be confronted by impractical 
governmental controls. 


Let me discuss these seven perils briefly in order. 

As regards the first, experience in retailing shows that 
as business becomes harder to get, there is a tendency for 
the emphasis to shift from competition in merchandise to 
competition in services or in terms. That tendency was 
evident as regards installment terms during the depression. 
Down payments were reduced; the time to pay out was 
increased ; and carrying charges were lowered. Since 1937 
there has been some backward trend toward stiffer terms; 
but, nevertheless, there may be a long-time drift toward 
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greater liberality. The recent action of the Sibley, Lind- 
say and Curr Company is typical. Last month this firm 
announced that from now on it will not require a down 
payment on any installment transaction and that coupon 
books, paid for on the installment plan, may be used for 
any purchases in the store, including foods consumed. 

Whether installment terms now are too liberal, so that 
risks are too great and carrying charges insufficient to 
cover special costs, is a moot question. Not much is known 
about the installment costs of retail stores. Many re- 
tailers, however, feel that terms are too liberal ; and surely 
the danger of going too far in that direction is real. Any 
efforts to get more information on the costs of handling 
installment business, should be encouraged ; and any tend- 
ency toward the use of terms insufficient to cover costs 
should be resisted. 


The tendency toward competition in terms gives rise, 
also, to the second of the seven dangers, that of undue 
liberality in the application of the announced terms to in- 
dividual credit transactions, undue liberality in the inter- 
pretation of the rule rather than in the rule itself. Sub- 
tle, easy to deny, and hard to detect, this insidious tend- 
ency is one which each credit manager must combat alone 
in his own office. Each credit manager should combat it 
actively, realizing fully that men of weaker wills in other 
offices are not offering similar resistance. 


There can be no question regarding the existence of the 
third danger, that installment practices may undermine 
the standards of regular charge credit, for they already 
have done this and may well continue to do so. 

It is true that the old 30-day terms for open accounts 
were not adhered to strictly by many credit managers, 
even for the bulk of their customers, so that collection 
ratios of 30 per cent to 40 per cent were common and 
ratios above 50 per cent rare. Of course, ratios of 100 
per cent would have been in order had the usual an- 
nounced terms been enforced. Even in “good” stores and 
in “good” cities, special efforts were needed periodically 
to bring both stores and customers back into line. 

It is also true that some stores, in going from the 30- 
day plan for open accounts to the three-payment plan, an 
arrangement which manifestly reflects installment influ- 
ence, found that their collection ratios did not decline, 
and even rose slightly. This happened despite the fact 
that the theoretical ratio based on announced terms had 
been cut in half; and it indicated, of course, that the new 
terms were being enforced about twice as well as the old. 

Thus, by the three-payment plan announced terms were 
adjusted to agree with the facts of the situation; but is 
there any reason to believe that the new terms will be ad- 
hered to continuously and that, a few years hence, we 
shall not need another revision to put announced terms 
again in step with actual terms? The old standards have 
been discarded ; new and more liberal standards have been 
set up. In this change human frailties have played a 
part, but the influence of liberalized installment terms has 
played a part, too. 

These first three perils, those of too liberal terms, too 
liberal application of terms, and the undermining of regu- 
lar charge standards, if not avoided, may be expected to 
exert their evil influences fairly quickly, working in the 
direction of higher losses from bad debts, higher reposses- 
sions, competition in terms rather than in merchandise, a 
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general weakening of the credit structure, and higher costs 
all around. On the other hand, these three perils give rise 
to tangible problems of management which individual 
credit men can recognize, can deal with, and can solve. 
Moreover, these problems can be solved by individual ac- 
tion, by a realistic facing of facts, and by a refusal to be 
stampeded into unsound policies. These problems are dif- 
ficult and disturbing, but actually they present a less seri- 
ous threat than some of the other perils which I will dis- 
cuss. 

The fourth peril, that of overloading the customer so 
that he cannot pay for the goods which he has bought, to 
say nothing about making new purchases, is much more 
difficult to deal with practically. Overloading may come 
about because a single merchant sells a customer more 
goods than she can pay for. It is easy for a credit man- 
ager to avoid this kind of overloading. A more difficult 
problem results when the overloading is due to the unco- 
ordinated selling by a number of merchants, none of whom 
knows much about what the others are doing. This is the 
problem more frequently encountered. Its solution vir- 
tually requires complete cooperation among the merchants 
in each trading area, not only in the reporting of sales but 
also in the setting up of some new machinery for the 
handling of highly confidential information. I have not 
learned of any city in which this problem has been solved. 
The peril, however, is one of the major ones facing install- 
ment sellers, and I urge upon you the great desirability 
of making some progress toward its solution. 

Fifth, there is the danger, in fact the likelihood, that 
bad installment selling will strengthen the consumer 
movement by affording prominent instances of practices 
which are subject to criticism. Existing consumer atti- 
tudes have arisen only in part from regrettable install- 
ment transactions, but the installment business should be 
made clean and kept clean as part of the effort of re- 
tailers to improve customer relations. This is of great im- 
portance. Well conceived, practical legislation to reduce 
the abuses of the installment business should be encour- 
aged. Trade associations, chambers of commerce, and 
better business bureaus should bring group pressure to 
bear on retailers guilty of lax or sharp practices. Indi- 
vidual merchants should set a good example by announc- 
ing sound rules for installment selling and by adhering 
strictly to those rules. 

Sixth is the danger that installment selling will help to 
weaken the competitive positions of present-day retailers 
oy opening the door for the development of low-cost com- 
petitors and by holding a protective umbrella over these 
competitors once they have been established. 

It undoubtedly is true that, for many items of mer- 
chandise, installment selling adds a relatively small per- 
centage to the costs of cash retailing. In such instances 
retailers selling exclusively for cash may not be able to 
offer a price inducement sufficient to draw customers away 
from the firms selling on installment terms unless they 
find other economies which can be passed on to customers. 
These cash dealers, therefore, may set up business in in- 
expensive locations, they may dispense with elaborate 
showrooms, they may operate with relatively few em- 
ployees so that customers have to wait to be served, and 
in other ways they may reduce costs below the level of the 
ordinary service store selling on installments. Thus, the 

(Continued on page 20.) 
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OW would you like to end your collection prob- 

lems? Then adopt a rigid, well rounded col- 

lection policy and stick to it. It will pay large 
dividends. Your collection policy should be flexible but 
generally speaking it should fit all customers regardless 
of who they are or where they live. If your store sells 
on thirty-day terms the customer should be required to 
pay on a thirty-day basis. This does not mean that a 
certain classification should pay in from three to four 
months and another classification pay in thirty days. 

The successful handling of The Best Collection Policy 
depends 100 per cent on the credit manager. The 
credit policy of the store must be explained very defi- 
nitely to all new customers when their application for 
credit is taken. Much of your success in the handling 
of The Best Collection Policy depends on how well the 
application is taken. Interviewing the applicant is a pro- 
cedure carried out by practically every retail credit estab- 
lishment in the country, and yet I sometimes wonder how 
many of us fully realize how vital this phase of credit 
work really is, and what wonderful possibilities exist in 
this often too brief an interview. 

It has been my observation, over the past fifteen years 
of credit work, that the average person taking credit ap- 
plications is prone to fall into a more or less (usually 
more) methodical manner of asking his questions. He 
will use about the same tone of voice, and much of the 
time the same bored expression, and the same set smile 
for every customer, his questions being asked as though 
he were reading them from a book. 

We should stop and carefully analyze these very im- 
portant few minutes of conversation which are to have 
a great deal of influence on the future relationship with 
this prospective customer. Much depends on the ap- 
plicant’s reaction to this interview as to how much of 
his or her business we will receive; also how the account 
will be paid in future. We should bear in mind that 
in no department in the store can there be a better job 
of selling done, nor a more lasting one. 

First, the personality of the person taking the applica- 
tién must be sold before the intangible, but nevertheless 
valuable, things you have to offer will be accepted. I am 
referring now to such items as quality, courteous treat- 
ment, service, and last but not least, dependability. All 
these things can be conveyed to the applicant without 
actually mentioning them. 

You can make him feel you are interested in him per- 
sonally ; that your greatest ambition is to help him in any 





*Address delivered before the Fhird and Fourth. District 
Conference, Jacksonville, Florida, April 16, 17, 18, 19, 1939. 
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The Best Collection Policy 


By M. G. PHILLIPS* 
Credit Manager, Kohn-Furchgott Co., Jacksonville, Fla. 
President, District Three, N. R.C.A. 


way possible. Be pleasant in a “human” sort of man- 
ner; loosen up, and don’t let the fact that you’re worry- 
ing over some detail of your work reflect itself to your 
customer. He’s not interested in your troubles, and 
probably has plenty of his own. 

In the majority of cases, if the truth were known, the 
customer is not entirely at ease. Any signs of annoyance 
or haste on your part will only make him glad to get 
the ordeal over with; instead of building a relationship 
that will make him come to you with his needs for ad- 
ditional merchandise, feel free to tell you of unavoidable 
delays in payment of his account, or make him take pride 
in his keeping in good standing with your firm. When 
the account is opened explain your terms and what you 
expect and a large part of The Best Collection Policy is 
accomplished. Next in importance is the regularity in 
which statements are mailed to customers. If the store 
month closes on the 26th, statements should invariably be 
in the mail not later than the 28th so that the statement 
will be in the hands of the customer before or not later 
than the first of the following month. Once you explain 
to the customer that he will receive his statement promptly 
on the first of each month he will expect it and plan to 
take care of his account the same as he does other monthly 
obligations which must be paid on the first or soon there- 
after. A store that is careless about when its statements 
are mailed, should expect the customer to be careless about 
how his account is paid. 


After all statements are in the mail the next detail of 
importance with The Best Collection Policy is to get the 
customer’s indebtedness in some form of record so that 
you will know the condition of the account at all times 
before new charges are approved for the customer. Credit 
department information is very important and unless 
properly used by the credit manager, collection percent- 
ages will not be maintained and customers’ accounts will 
not be handled intelligently. I have devised a card file 
which keeps before my authorization desk, customer in- 
formation from its origin, up to and including an eight- 
year period. This card also shows the customer’s original 
application, his signature and other information obtained 
when the application was taken. The customers’ bal- 
ances from the ledger are transferred to these cards at 
the end of each month’s business and daily collections on 
all customers are posted to this record before the infor- 
mation goes to the bookkeepers. In this way the author- 
ization desk is frequently better informed or the informa- 
tion more up to date than that appearing on the cus- 
tomer’s ledger card. The condition of the customer’s 
account is shown at a glance before new charges are ap- 
proved on any customer of the store. All collection work 
except that done at the time the statements are mailed, 
is done from this credit department record. In my opin- 
ion it is the best credit department record yet devised and 


The CREDIT WORLD 























assists materially in carrying out rules of The Best Col- 
lection. Policy. It is the duty of the personnel in the 
credit department to see that ledger information is copied 
to these records by not later than the 10th of the month 
following, meaning that the collection department is then 
ready to do their follow-up work on the previous month’s 
accounts. It is unfair to the customer to tell him one 
thing when the account is opened and then allow him to 
do another by failing to bring the account to his atten- 
tion if it is not properly taken care of by the tenth of the 
month following the purchases. The custqmer expects 
to hear from you unless he has given the account the at- 
tention he promised when it was opened. 

It is then the duty of the credit department to see that 
some type of notice or letter is written to all delinquent 
customers between the tenth and twenty-fifth of each 
month. Some form of notice, depending upon the con- 
dition of the account, should surely be in the hands of 
the customer before the next month’s statement is mailed. 
These notices, or letters, should be well worded, attrac- 
tive and fitting to the store from which they are mailed. 
If these notices are properly handled by a competent per- 
son each month there is no doubt that your collection 
percentages will gradually increase as you are able to 
educate the customers that you are definitely expecting 
the money they agreed to pay you when they opened their 
accounts with you. As previously stated, no preference 
should be shown regardless of the customer’s standing or 
ability to pay. I think that this is one of a credit man- 
ager’s greatest faults—that is, in showing preference in 
who he asks to pay. If the rule is fitting it should be 
applied to all customers regardless of how the customer 
feels about taking care of the obligation he has previously 
made. So often, I think, the credit manager fails to 
appreciate just how important this part of his work is and 
frequently allows customers who should pay, to go month 
in and month out without asking them to pay. The cus- 
tomer had no hesitancy in asking you to charge the mer- 
chandise and if the account is not paid when due, the 
credit manager should have no hesitancy in asking the 
customer to carry out his part of the agreement. 

Courtesy and friendliness are two of the cheapest in- 
gredients which can be used in the make-up of a collec- 
tion policy and, usually, they are two of the least used. 
Courtesy is the lubricant of business—the “Oil” which 
removes friction from business contacts. It is one of the 
requisites of credit and collection letters. For, although 
the delinquent customer himself may be wholly lacking in 
courtesy he will be the first to resent its absence in your 
contact and, often, is very appreciative of courteous, 
friendly treatment. 

Many a delinquent, nursing a grouch, is so taken down 
when confronted with courteous treatment that he is 
actually ashamed of his own actions. 

Then too, you must remember that your letters are 
emissaries of your store. If they are lacking in courtesy, 
they may be shown to others who, unfortunately, may 
judge your store by the impressions gained from the letters. 

Friendliness, too, is another attribute of the good let- 
ter. Friendliness is that something which makes people 
like you and your store. It’s that something that some 
letter writers have which enables them to drop the cold 
and formal tone so characteristic of collection letters and, 
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using less words and less effort, put into their letters all 
the warmth and sincerity of their own personalities. They 
are not afraid to let themselves go or afraid that they 
may be criticized for making their letters overeftusive. 
Too many letter writers write to the “Gallery.” They 
are afraid to put their own personalities into their let- 
ters, fearing that their colleagues may kid them about 
their “lack of dignity” or something equally as silly. 


Appealing to Your Customer’s Sense of Honor, 
Fair Play and Self-Interest 

1. Stress the Contractural Obligation—When your 
customer's account has become past due, he has definitely 
broken the contract. There are no two ways about it— 
he has failed to live up to the terms of the sale. He has 
not been faithful to his obligations. There may be ex- 
tenuating circumstances and it is for you. to try to find 
them out. But these circumstances do not alter the fact 
that the contract has been broken. Breaking contracts 
is a serious matter, and neither your customer nor you 
should minimize its seriousness. If your customer does 
not take the contract seriously, you should feel that there 
rests upon you an obligation to yourself, to your house, 
to the debtor, and to the whole credit and business struc- 
ture to see to it that the sales contract is taken seriously 
and scrupulously upheld. 

Calling your debtor’s attention to his failure to live up 
to his contract is, therefore, very properly a part of your 
duty: and what is more, it can be made a very effective 
appeal for the money which he promised you, in exchange 
for your goods. 

2. Respect the Debtor’s Sense of Honor.—The vast 
majority of customers are honest and have, therefore, a 
sense of honor to which you can appeal. But they are 
human. If they find that you and other creditors do not 
regard the terms of sale seriously, they feel under no par- 
ticular obligation to hold religiously to those terms. They 
will violate them without a twinge of conscience, just as 
they violate some out-worn Sunday blue law that may be 
found on the statute books of nearly any of our states. 
But if they find that you and other credito-s take these 
contracts seriously (and your obligation to take them 
seriously cannot be too strongly emphasized), they can be 
persuaded to take them seriously also. 

For they should know as well as you, that only as 
credits are redeemed at their due-dates is the credit struc- 
ture strong and business on an even keel. And even if 
some of your compe‘itors fail to appreciate their obliga- 
tion to insist on the sanctity of the sales contract, your 
duty still remains to defend it. The chances are that by 
defending the contract you will not lose the business of 
the debtor who, though his own code of business ethics 
is not high, will have a high regard for you and your 
sense of business ethics and sound business methods. 

3. Avoid a Morally Superior Tone.—There are good 
and bad ways of stressing the obligation. It may be 
done in such a morally superior tone that the customer 
is offended rather than appealed to by it: It may be done 
so directly and yet so courteously and genuinely that it 
evokes an immediate response. The reward of such a 
collection letter is not only an immediate one. Its in- 
direct educational value cannot easily be overstated. 
Since the soundness of credit depends upon the scrupulous 

(Continued on page 30.) 
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St. Paul, Minn. [52.3|57.0|45.6| 554| 58 .6|52.0]17.6|20.6|13.7] — | — | — ]42.2\495|32.0141.1|470|310] -| -| -| -| -|-|F|— 
Minneapolis, Minn. | 67.7|70.9|63.3]685/72.2/65.1119.7/25.2/ 14.9} 20.0/24.3/13.9}59.7| 60.0/594/59.6)60.7;584) — | —|—|—|-—-|- - 
Davenport, Ia. 51.0/51.9|50.2/52.5] 54.5/50.5117.5/17.6117.3116.8)168.2)155) — | —| —]}] —] —| — 918.8/19.3)18.3]16.7/16 5/150) Bs) — 
7 Cedar Rapids, la. 58.5|60 5) 50.0} 56.0/588/48.01 20.3/23.0/17.6)18.6) 190) 183) —| —} —]}] —| —| —P —}-] -t-t rd ~ 
Des Moines, la. 41.1 |45.6|39.2138.6)48.2)39.4) — 1123) — | — {11.3} — |48.0|52.0)46.0/47.0/547/460), — | —| —]}| —| -|- - 
Sioux City, la. . 45.1146.2/42 5146.0/59.6/43.1915.9 |}21.0/15.1}15.51)194/14.9] — |420| — | —/410) — — 115.0) — | — |1381 = = 
Omaha, Neb. — 1482) — | — |45.6) —] — |12.2;) — | — {12.5} — 143.8/47.3/409]43.3/44.3)426) — | —| —]|] -—| -|- a 
Tulsa, Okla. 58.1 | 61.7/525/59.2/62.1| 53.4119.6)24.0)12.9)17.5/22.7/11.6145.0) 46.6) 43.3) 50.2;520)484) — | —| —]|] -—| -| - - 
San Antonio, Tex. |403/|45.0/35.6/40.6/43.7/38.7111.8/13.3/10.3]11.6/13.8) 9.4 1405|45.6| 34.0] 444/48.7/40.7]100 |114/8.7] — |12.9| — | #0 — 
Denver, Colo. 45.3148.2139.41429]46.4/40.0] 14.1/16.7/11.1]13.7}22.0 9.6 141.6] 43.7/39.4]40.2/40.5/40.0] 9.5 |10.5)8.5 | 90 |10.0) 80 ~ 
9 Salt Lake City, Utah 1{57.0/60.9/50.0/57.6|61.6/53.21 24.6/34.6)19.2/246)283)198) —|—| —|—]—]—F-] my} r-y ry orl = 
Casper, Wyo. — 1078, — | —Wi25 —i —}| —|] —1—]| —] — | — [320] — 143.0)47.0/39.0] — | = | — | —|—-]|— - 
10 Portland, Ore. 39.0| 64.7/36.1|38.6/48.7/37.9914.8 |15.9 | 14.3113.5/ 16.0 |12.6142.0/43.5/34.61397|/46.0\377) —|;—|—|-—| -|- 9.2° 
Spokane, Wash. 53.9 |58.3149.6]52.5/53.9151.1912.8/14.0 11 1.5114.1/16.7111.5141.0/55.0/27.0141.1/53.0)2921 — | —| — | — | —| —|Re - 
San Francisca and! | 45.7|53.8|35.2|46.2|53.4|37.3] 18.0|26.9| 14.0) 17.3|24.7/13.4]36.4|47.3|27.3|36.5|46.0|29.1] 17.0 |28.3|10.0]17.8|27.1| 90) F | — 
Nice Angeles, Calit.? | —| —| —|583/657/48.2] — | —| —|1eal1e4lia7] — | —| — |53.4|564/500) — | —| —| —| —| -|F | - 
Santa Barbara, Calif. 149.8/58.1/32.9153.51615/453] —| —| —| —| —| — |96.2/760/40.1/55.4]71.1|45.0] — | —| —| —| -|-] | - 
Ottawa, Ont. 42.5/508|344] 42.11497|345] — |I7.2)— | —[146[—- | —|-|-|—-|—|-]—-|-|]-]-|-|-1g\- 
12 Vancouver, B.C. | — |87.1| — | 63.3165.1/61.5] — |308] — | — |308] — ]49.0/67.0/31.0]585|74.0|43.0) — |18.0| — | — |160| - 203 
Victoria, B. C. 64.2|680/60.5|67.2| 70.0/64.5]22.0|300/14.1/206/258)155) - | —| -| -|- | -—| -|-—| -|-| -|-]E|- 
© 1939 Figures not received at press time * Installment 2Laundry 5Lumber *Fuel Bu 
*% Open and Installment accounts combined 'Furriers 3Heating ‘Paper and Paint SCleaning and 18Gr 
Forty-Eight Key Cities Cooperating with the Research Division--# Unit 
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Eliminating Collection Correspondence and 


Clerical Savings in Collection Work 
By F. LLOYD WASSELL 


Installment Accounting Specialist, Westport, Conn. 


This is the seventh of a series of 
12 articles on Installment Methods 


T IS not what you say but how you say it.” One man 
will write in fifty courteous convincing words a letter 
that brings results without hurting customer good- 

will. Another man writes a letter of a hundred or more 
words in an unconvincing curt manner that kills good- 
will and does not get results. Those two men may be sit- 
ting at two desks in the same credit office dealing with the 
same customers. 

The subject of correspondence is as old as the written 
word but it would seem that the more methods we ac- 
quire to make letter-writing easier, such as typewriters 
and dictating machines, the more reams of long letters and 
unnecessary correspondence pile up. 

Correspondence in a credit office has as much, or more, 
to do with customer goodwill as anything in the business, 
outside of the merchandise sold; and yet in many organ- 
izations the writing of credit correspondence is handled by 
young, inexperienced, low salaried clerks who seem to de- 
light in saying the wrong thing in the wrong way. 

The actual percentages in replies in the first stages of 
collection prove conclusively that a very short letter more 
in the terms of a reminder than of an actual request, 
brings the same results as a long letter, every word of 
which has in it the possibility of a misunderstanding upon 
the part of a careless or forgetful but otherwise good cus- 
tomer. These percentages show that upon receipt of col- 
lection notices approximately 50 per cent bring an im- 
mediate response. The second letter again brings approxi- 
mately 50 per cent, the third letter brings in a 40 per cent 
response and from that point on the percentage of response 
becomes less. 

In a recent test in a western store, 5,000 accounts were 
treated with two letters of the same wording: letter No. 
1 was a printed Colvelope with the return envelope at- 
tached, sent out with 1'\4c postage and the other letter 
was an imitation typewritten letter headed in and sent 
with first class postage. These 5,000 letters were sent 
out, half of the first type and half of the second type in 
each mail. The printed letter with the envelope attached, 
sent third class, brought 36 per cent better results than 
the imitation typewritten letter sent first class. The word- 
ing of the letter was the same. This statement is not made 
with the idea of advertising a particular product but to 
bring home the fact that it is not the type of mail that is 
used or the manner in which the letter is produced but 
it is the fact that just that little courtesy of a return en- 
velope extended to the customer produced better results 
and at far less cost to the store involved. 

If you were to go into your advertising department and 
ask your advertising manager to dictate to a stenographer 
or a dictating machine an advertisement for a sale to be 
made in your store tomorrow, he would think that you 
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were ready for an insane asylum and, according to the 
laws of advertising, he would probably be right. Adver- 
tising costs money and for that reason every phrase, every 
caption and every paragraph is written very carefully, 
erased many times, and the final effect is studied word by 
word. He is endeavoring to get over to the reading pub- 
lic a story and a picture that will bring people in to pur- 
chase. 

After he has brought these people into your store, added 
customers to your books by expert word and picture sales- 
manship, is it right to handle that 15 per cent to 20 per 
cent careless, forgetful group of delinquents in exactly the 
opposite way? The head of many a business would be 
very much surprised if he were to have placed on his desk 
every letter that had been written by credit and adjust- 
ment departments during the previous week. In a large 
store especially, he would be surprised by the divergence 
of opinion as to the method of handling the same type of 
situation by several different individuals. 

About a year ago, it was suggested to the vice-president 
of a large finance company (the subsidiary of an indus- 
trial manufacturer and sales organization) that he have 
an extra carbon copy made of every letter written by his 
credit correspondents for a period of two weeks with the 
idea of simplifying that work. He accepted the suggestion 
and acted upon it. The result of that investigation was 
that instead of six correspondents and five stenographers, 
they now have a manual containing approximately 200 
letters properly indexed for subject. These letters cover 
in well worded courteous fashion approximately 200 dif- 
ferent possibilities that come up in connection with credit 
correspondence. They now have one stenographer, one 
automatic typewriter operator and two correspondents 
handling this work. They are saving approximately $6, 
000 per year in actual payroll and their collection percent- 
age was never in a better position than it is today after a 
year on this basis. 

In addition to this, they now have two of these men on 
outside collection work. They have cut their double cor- 
respondence more than half and practically eliminate 
goodwill letters formerly necessary due to seeming dis- 
courtesies caused by poor dictation. A number of these 
letters up to the fifth stage are now printed reminders. 

This in itself was a terrific undertaking and required 
study and the collaboration of individuals in the organiza- 
tion to secure the proper reply to a certain problem but it 
simplified the whole inner structure of the credit opera- 
tion and whereas formerly, correspondents would some- 
times get several days behind, due to volume, they are now 
able to handle it each day as it comes in. It may be said 
by many, “Our business is different.”” As a matter of fact, 
the man responsible for the above change made that very 

(Continued on page 30.) 
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CREDIT FLASHES 


New Member Impressed 

Mr. M. C. Crouch, Credit 
Manager, J. L. Coker & Co., 
Hartsville, S. C., writes: “I have 
recently attended the 3rd and 4th 
District Conferences of the N. R. 
C. A., in Jacksonville, Fla., and 
was so much impressed that our 
firm now wants to join. In addi- 
tion, we will want two separate 
subscriptions to The CrepiT 
Worp.” 

* * # 


E. Gamlen Dies 
It is with regret that we an- 
nounce the recent sudden death 
of Mr. E. Gamlen of San Fran- 
cisco. Many of our members will 
recall he wrote a pamphlet several 
years ago on “The Profit Vanish- 
ing Point in Accounts Receivable.” 
This analysis gave rise to much 
discussion because of its originality 
and has frequently been quoted 
by writers in The Crepit Worvp. 
i. 
Minneapolis Elects M. J. 
Solon 
Milton J. Solon was elected 
President of the Retail Credit As- 
sociation of Minneapolis at its re- 
cent annual meeting. Mr. Solon, 
Credit Sales Manager of The Day- 
ton Co., was President of the As- 
sociation 25 years ago. He also 
served as a Vice-President and as 
a Director of the National Retail 
Credit Association. 
.¢ *@ 
McCalip Named Bureau 
Manager 
Mr. C. L. McCalip, for many 
years Credit Manager of P. A. 
Bergner & Co., Peoria, IIl., was 
recently named Manager of the 
Peoria’ Merchants 
Mr. McCalip’s long experience in 
credit work should prove of im- 
measurable value to him in the 
management of the Credit Bureau. 
At the recent Conference of Dis- 
tricts 5 and 13, held in Indian- 
apolis, Mr. McCalip was elected 
President of the Credit Division 
of District 13. He has our best 
wishes for success in his new con- 
nection. 


Association. 


* * . 


See the tentative conven- 
tion program on the inside 
back cover—This issue. 
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One glance at the VISIBLE MARGIN gives 
full control of INSTALLMENT ACCOUNTS 


@ FOR any concern handling installment accounts, 
Kolect-A-Matic Machine Posted Ledger offers closer 
collection control . . . fewer credit losses . . . and 
worthwhile savings in executive and clerical time. 
Customer cards have visible tabs for quick finding. 
Colored signals show status of each account at a 
glance. Unusual flexibility of design makes insertion 
and removal of cards easy. The cabinet housing these 
records can provide full 1- or 2-hour fire protection. 

Phone the Remington Rand 

office in your city for 

complete 
facts on this 
money -saving 
development. 

Or write: 

REMINGTON 

RAND INC., 
Buffalo, 
New York. 























REMINGTON RAND INC., DEPT. CRW-639 
465 WASHINGTON ST., BUFFALO, N. Y 
Send me full information about Kolect-A-Matic Ledger. No obligation, 
of course 


Remington Rand 
Mahes it! 


SYSTEMS a 


lovid of Tomorrow //| Name 

— 20 Firm 
ie St. & No 
City & State 


{1 EQUIPMENT for every BUSINESS REQUIREMENT 
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The Perils of Installment Selling 
(Continued from page 13.) 
installment costs may not be the only costs operating to 
handicap the full service retailer; but, by adding to those 
costs, they may create the final opportunity which makes 
ruinous competition possible. 


Moreover, the underselling merchants, for promotiona! 
purposes, may stress the differences in service which they 
think consumers will accept most readily as plausible rea- 
sons for a difference in price, and which, therefore, will 
have the greatest pulling power. These merchants may 
well feel that cash selling, as distinguished from install- 
ment selling, will have this appeal for the consumer, and 
thus they may rely chiefly upon it to bring them business. 
As a practical matter, therefore, the firms which sell on 
the installment plan, by so doing, may construct for them- 
selves a very real handicap. 

In the cases of many merchants, the danger of aiding 
and abetting competitors through installment selling may 
be remote. Each merchant, however, should recognize 
the possibility of danger, should appraise the amount of 
danger in his own instance (and not too optimistically), 
and should take appropriate action to protect himself. 
This action may consist of refraining from installment 
selling and holding margins strictly to those warranted by 
cash operations. It may consist of careful cost accounting, 
plus insistence on installment terms which will cover dif- 
ferential costs. It may consist merely of the limitation of 
installment business to a small proportion of total business. 
On the other hand, it may consist of going over whole- 
heartedly to the installment type of business. My plea, 








Going to the Credit Convention? | 


a] 





A BEAUTIFUL PLACE TO STAY 


On your way to or from the con- 

vention stop off at the west’s larg- 

est and finest hotel, The Biltmore 

in Los Angeles. Here in a beau- 
tiful setting, overlooking two 
scenic parks, you'll be greeted 
with typical southern hospitality 
in an atmosphere of luxury with- 
out extravagance. Enjoy a memo- 
rable convention interlude at 


The BILTMORE Hotel 


DOWNTOWN @ LOS ANGELES 
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here, is only for a conscious policy which gives due weight 
to the dangers. By all means, avoid idle drifting. 

Because of its subtlety, this sixth peril of installment 
selling may be the one most to be feared. 

Finally, because abuses have crept into installment sell- 
ing, and because of the growing consciousness of strength 
on the part of consumers, we may look for more legisla- 
tion to control installment selling. In this trend toward 
governmental controls lies the seventh danger. Good, ef- 
ficient, and responsible merchants should not, and I think 
do not, oppose governmental controls which will tend to 
reduce the abuses and which are so constructed as to avoid 
creating new difficulties. Responsible merchants, however, 
should recognize the possibility that legislation may be 
devised by people who do not understand the practical 
problems involved. The public interest, therefore, may 
not be well served by the new controls. 

We have an excellent case in point here in Massa- 
chusetts right now. A bill currently before our General 
Court, if it has not been amended, provides that each con- 
ditional sale transaction shall be covered by a written con- 
tract which shall indicate, among other things, the cost 
of the article sold, the annual percentage of interest 
charge, and certain other information. The provision ap- 
parently calling for the cost price of the article sold must 
have resulted from a slip. I take it the framers wish to 
call for the purchase price at retail, but whether before or 
after including installment charges, I am sure I cannot 
guess. I can see no objection to stating the retail price in 
the contract, but the phraseology of the bill indicates ab- 
sence of the practical touch. 

The provision that the contract must show the annual 
percentage of interest charge does not make sense to me. 
The language of the bill implies that charges for insur- 
ance, financing, and such services are quite appropriate and 
shall be catalogued in each contract. If so, why should 
not a contract mention some purely nominal interest 
charge and rate of interest per year, and then add special 
charges to take care of the other costs? If it did, the 
framers of the bill would completely miss what they seem 
to be gunning for; namely, the percentage of total de- 
ferred payment charge to amount of deferred balance, 
quoted like annual interest on the declining deferred 
balances. Of course, a customer should know the total 
deferred payment charge, but why such a figure should be 
expressed as a percentage of the deferred balance like inter- 
est, or why it should be called interest, I do not know. 

That the thinking of business men is out of tune with 
much of the thinking of consumers and their representa- 
tives is clear. It certainly is up to practical business men 
to get their ideas in tune with the prevailing ideas of the 
day, and then to see to it that the legislation which re- 
flects those ideas is sound. 

Such are the seven perils faced by merchants: too great 
liberality in terms, too great liberality in the application 
of terms, an undermining of regular charge terms by in- 
stallment terms, the overloading of customers, practices 
increasing the antagonism of customers, the encourage- 
ment of low-cost competitors, and impracticable legisla- 
tion. These dangers should be kept constantly in mind, 
and steps should be taken to minimize them, as suggested. 
Despite the dangers, however, installment selling is justi- 
fied, and indeed is necessary. 
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AY closed in a blaze of glory! A total of 504 
new members was reported. This is the best 


showing for this month in the past five years. 
Again this year New York City finished in first place, 
with a total of 193 new members. Spokane finished in 
second place, with 100, tied by Pittsburgh. Washington, 
D. C., finished in fourth place, with 73, and St. Louis in 
Fifth place, with 68. Houston and San Francisco, tied 
for sixth place, with 58 new members. 

Three new units were reported in May—Dubuque, 
lowa, with 26 new members; Fort Collins, Colorado, 15; 
and Winnipeg, Manitoba, Canada, 13. 

Local units reporting 10 or more new National mem- 
bers for the year just closed are: 
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*New National Units since Convention. 






JUNE, 1939 





Final Membership Results 


New York State reported the greatest number of new 
members, 225, followed by Texas, 179, and Washington, 
173. 

Prizes to the Local Chairmen in the four population 
brackets, to the State Chairman, to the largest Associa- 
tion in proportion to population, to the largest Associa- 
tions organized in the United States and Canada during 
the fiscal year ended May 31, 1939, will be awarded at 
the San Francisco Convention and the winners will be an- 
nounced in the July Crepir Wor .p. 


“Der 
IMPORTANT NOTICE 
If you plan to attend the Convention and have 


not made your reservation on the Special Train, air 
mail it to the National Office immediately. 


Your hotel reservation, if not made previously, 
should be air mailed to Joseph E. Noonan, Shreve, 
Treat & Eacret, 136 Geary Street, San Francisco, 
California. 


~~ 
Special Notice--Silver Jubilee Club Members 


All members of the Silver Jubilee Club attending the 
Convention are requested to arrange to attend a luncheon 
and business meeting, Thursday, June 22. 

We will appreciate messages from all members of the 
Silver Jubilee Club unable to attend the annual meeting 


Be sure to wear your Silver Jubilee Button 


—A. B. BucKeErincE, President. 


Membership Blank 


National Retail Credit Association 

1218 Olive St., St. Louis, Mo. 

I hereby apply for one year’s membership in your 
Association, subject to acceptance by you and by 
your recognized unit in this locality. I enclose $5.00 
which I understand entitles me to all the privileges 
of membership, including a year’s subscription to 
“The Credit World.” 
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... A “give-and-take” page, wherein readers may ask— 


and answer—questions about their credit and collection 
problems and solve them in the laboratory of practical 


ARTHUR H. HERT, Research Director 
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Conducted by 





Procedure in Handling Profit and Loss Accounts 


Tue Question: “The question has just arisen 
in connection with handling of old accounts, which 
have been charged to P & L. 

“We formerly went back four or five years, 
when the auditors made their check, and mailed 
statements out on all the accounts but we found 
that 75 to 80 per cent of the statements were re- 
turned on the old accounts, as they had left town 
or disappeared. Under our system an account is 
ninety to one hundred days old before it is turned 
over to collection. Then after the Collection De- 
partment can get no results after another four 
months, it is turned over to an outside Collection 
A gency. 

“The reason for the inquiry is that the thought 
occurs that someone in the Collection Department, 
if he were so inclined, might pick out some of the 
old accounts and settle 15 cents to 20 cents on the 
dollar and keep the money. My personal opinion 
is that after accounts get two or three years old 
they are either awfully dead or we have done a 
very poor job on them. 

“We will appreciate any information you may 
have as to how these accounts are generally han- 
dled in other Credit Departments to determine 
whether or not people have paid on the accounts.” 


UR Research Division requested the infor- 
mation from 44 department store mem- 
bers. Of this number, 25 or 56.8 per cent 

replied to our inquiry. Following are the policies 
of some of the stores: 


Brooklyn, N. Y.: When an account is given to an at- 
torney it is transferred to a suspense ledger. On January 
31 and July 31 we transfer from the suspense ledger to 
P&L. 

After an attorney has examined the debtor in Supple- 
mentary Proceedings and when such examination dis- 
closes no assets he may return the claim as uncollectible, 
giving us the last known address of the debtor. 

Where the amount owing warrants further action we 
give the claim to another attorney who specializes in old 
judgments on a fifty-fifty basis. If he is unsuccessful, 


tw 
tw 


we sometimes give it to a third attorney who also spe- 
cializes in old judgments. 

In this State a satisfaction of judgment must be signed 
by an officer of our company if the judgment is more than 
two years old. This protects us against any settlements 
without our knowledge when the debtor demands a satis- 
faction piece and the judgment is over two years old. 

a 


New York, N. Y.: When an account, either 30 day 
or budget, is placed for collection, it is transferred to sus- 
pense. We examine every account in suspense monthly 
and charge those which appear doubtful of collecting to 
P & L. The cash received on P & L accounts is posted 
although these accounts are not considered a part of our 
receivables. Cash coming in represents recovery. 

All posting to suspense and P & L must be approved 
by the Credit Department. At periodic intervals our 
auditors send out statements to accounts in P & L ask- 
ing them to report any differences in the amounts due ac- 
cording to the statement and their records. 

Such discrepancies as are uncovered are usually monies 
collected by out-of-town correspondents and not as yet 
accounted for to us. While the possibility exists that 
P & L accounts can be manipulated we feel that every 
reasonable precaution is taken by us to prevent their 
improper use. ; 

Accounts in P & L are followed intensively until they 
are definitely considered uncollectible. It is not unusual 
for us to make recoveries on accounts contracted five and 
six years ago. If we are not satisfied when the account has 
been returned by one attorney we give it to as many as 
three before considering the bill definitely uncollectible. 


* + * 


New York, N. Y.: Several letters are sent, and fol- 
lowed up with a series of statements, until we come to the 
conclusion that our efforts are of no avail. It has al- 
ways seemed to me that it is a waste of time to continue 
to dun on accounts, charged to Profit and Loss, when 
results are not being obtained. In my opinion, it depends 
entirely on the particular account as to how many state- 
ments should be sent, but surely these accounts should 
not be worked on longer than six or eight months, par- 
ticularly when you take into consideration that they are 
probably a year, or close to a year, old before they are 
charged off. 
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New York, N. Y.: Our collection work is divided into 
sections, as 30-day, Deferred, Contract, and so on. Ac- 
counts from all of these current collection sections are 
transferred to one suspense ledger when they become de- 
linquent. When we have exhausted our efforts to effect 
collection in suspense, such accounts are charged off to 
P & L, but although charged off, they are still retained 
in a control, the same as in all our other accounts. We 
maintain a collection routine on P & L accounts, until 
satisfied that they are absolutely worthless and uncol- 
lectible, at which time they are abandoned, and a notation 
of the date and any facts as to the abandonment noted on 
the ledger sheet and approved by the Credit Manager or 
his assistant. At the close of the fiscal year, abandoned 
accounts are dropped from the control. 

We think it a splendid idea to have Profit and Loss 
accounts under control, so long as they are under col- 
lection. 

We feel that the routine as above outlined is simple, 
removes the possibility of improper handling on the part 
of any of the credit or collection personnel. 

+ * * 

Washington, D. C.: We have no definite time to send 
accounts to the local credit bureau for collection. When 
we feel our Collection Department has not made sufh- 
cient headway (as it should) we forward the accounts 
to the local credit bureau. After they have been with 
the bureau for a period of six months and fail to show 
any results, the accounts are charged off to Profit and 
Loss on our records, but this does not prevent the bureau 
from continuing their activities or referring them to an 
attorney. 

We have a number of Profit and Loss accounts which 
are paid after they are charged off, and we attribute a 
number of these peyments to the fact that the bureau fur- 
nishes other firms with reports and the record that they 
have a Profit and Loss account listed for us. We make 
no direct contact with our patrons on Profit and Loss 
accounts. If any account is to be revived, it is handled 
through the bureau or the attorney with whom it was 


placed by the bureau. 
* * * 


Baltimore, Md.: Our collection procedure on P & L 
accounts is, briefly, as follows: A collection history record 
of each account is maintained in ledgers and we endeavor 
to review each account monthly; most attention being 
given to those who, in our opinion, are in a position at 
the time of the review to make payments or to liquidate 
the balance owing. 

With the exception of certain accounts which are se- 
cured by judgment, and others which we term Drop P 
and L, inasmuch as collection appears hopeless, all other 
accounts are included in our collection binders. 

On accounts that have been placed with collection 
agencies or attorneys for collection, it is our custom to 
ask for a report on their efforts about every three months, 
if no payment has been received. Statements on account 
are only mailed to the P and L accounts that have made 
a promise or payment during the month. 

In our store it is necessary to receive the written ap- 
proval of a member of the firm when accepting less than 
the full amount of the indebtedness or when a P and L 
is to be dropped. 
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Kansas City, Mo.: This firm has no separate collec- 
tion department or collection manager. We charge off 
very closely and our records show that we have recoveries 
year after year of about one-third of the total charged off. 

After accounts are charged to P and L we make no 
further effort to collect these accounts, because we have 
prior to that time exhausted our efforts in an endeavor 
to make collection. We feel that if we cannot collect an 
account in six months of intensive effort, then there is 
nothing further to do. 

So, when accounts are charged to P & L most of them 
have previously been placed in our attorney’s hands for 
collection. This prevents the possibility of any account 
which has been charged to P & L, not receiving any at- 
tention. We place our P & L accounts in the hands of 
one set of attorneys and this firm has handled our collec- 
tions for the seven years we have been extending credit. 

We set up a control of the P & L accounts of each 
year. As payments are made on these accounts they are 
credited on the controls of the year where they belong 
and this enables us to know just exactly the amount paid 
on the charge-offs of any single year and also the per- 
centage of the grand total which we have collected. There 
is no chance for any crooked work to be pulled off through 
the short settlement method by anyone in our office, be- 
cause such a settlement would have to have our approval 
before it could be made and we do not believe in accepting 
settlement on an honest bill of less than the amount owing. 

‘& ¢ ® 


St. Louis, Mo.: Under our present system, all accounts 
that are charged off to P & L are automatically placed 
with our attorney or collection agency for collection. All 
such accounts are checked periodically by us and reports 
requested concerning collection. Any claim which they 
consider worthless is returned to us. It is important, in 
this connection, that we receive daily reports as well as 
settlement from the agency or attorney for remittances 
made direct to them. 

In addition, we consider it imperative to advise the 
local credit bureau on every account charged to P and L, 
in order that such information be marked on the card of 
the individual. In this way the Bureau will always be 
alert and notify us immediately should such debtor apply 
to another institution (in the city or out of the city) 
for credit. x * * 


St. Louis, Mo.: On the thirty-first of each January 
we make our general charge-off to Profit and Loss. 

For many years these accounts were handled by our 
general Collection Manager. Several years ago, we set 
up a department separate and distinct from our regular 
Collection Department, known as the P & L Collection 
Department. We placed a collection man in control of 
this department who has a stenographer to assist and one 
outside collector. Of our gross charge-off we collect 60 
to 65 per cent. 

This has proved a very satisfactory arrangement. It 
also relieves our regular Collection Manager who can 
devote his entire time to the handling of current accounts. 

At intervals (for checking purposes) we have our 
billers mail statements showing balance due with a nota- 
tion requesting remittance. Also, there is printed on the 
foot of the statement, “WILL YOU PLEASE IN- 
FORM US IF THIS BALANCE IS CORRECT.” 
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We have very few envelopes returned as we check 
closely with the movers. After we have practically ex- 
hausted our efforts, the accounts are turned over to our 
attorney or our Retailer’s Collection Bureau. 


* * * 


St. Louis, Mo.: Twice a year, in January and July, 
our ledgers are cleared of those accounts regarded as bad 
or doubtful and charged to P & L. Immediately after 
this posting is made, the bookkeepers transfer the ledger 
sheets to the Credit Department, who make a notation 
of the amount and date of charges on the credit folder, 
and who also submit a list of such accounts to the Credit 
Bureau. Folders have previously been made on those 
accounts placed with attorneys for collection, and the 
ledger pages on these accounts are filed in the P & L 
‘ledgers. ‘Those accounts that have not been placed with 
attorneys are retained in a separate ledger, and collection 
efforts are continued in the ordinary routine. Quite often 
we can do as good or a better job on such accounts than a 
collection agency. However, after such efforts prove 
futile, or for some other reason they are later transferred 
to an attorney, the ledger sheet is transferred to the 
P & L ledgers. 

All payments received on P & L accounts are referred 
to the Collection Department. Such payments are re- 
corded either on the attorney folder or on the ledger 
sheet, if the account is still being handled by this depart- 
ment. Such payments are also recorded in a cash book, 
or register, kept in the Collection Department, and re- 
ceipt of the money is initialed by the cashier, also the 
receipt given the customer must bear the cashier’s initials. 
Upon completion of payment of the account, the paid up 
attorney folder or ledger sheet is referred to the Credit 
Office and proper notation of such payment is recorded 
on the credit folder. If at some future time this cus- 
tomer makes application for renewal of his account, it 
can immediately be determined whether or not the previ- 
ous account has been paid. 

We endeavor to go through our attorney accounts every 
so often to determine whether or not they are receiving 
proper attention, also to check with the attorneys on 
what is being done. If accounts are returned as uncol- 
lectible, they are sometimes placed with another agency, 
depending upon the circumstances. 

It is entirely possible, of course, that in the payment of 
P & L accounts a leak could occur in the above routine, 
but none has so far been discovered. The fact that all 
payments received must be recorded by the collection clerk 
in the cash book and this entry initialed by the cashier, 
would seem to act as a curb to any temptation along this 
line. The Credit Department, if requested to re-open 
such an account, verifies the fact that the previous ac- 
count has been paid by referring to these records, and if 
any money had been withheld, it would show up at some 
time or another. 


Additional policies on the handling of Profit 
and Loss Accounts will be included 
in the July issue 





The Barometer of 


Retail Business 


Sales and Collection Trends 
April, 1939, vs. April, 1938 


Compiled by Research Division, National Retail 
Credit Association 


Arthur H. Hert, Research Director 


OLLECTIONS increased 0.4 per cent during 
April; total sales 0.9 per cent, while credit sales 
decreased 0.4 per cent in the United States and 

Canada, as compared with April, 1938. 

Small increases were noted in 30 cities in collections 
and 40 cities in total sales. Thirty-six of the 61 cities re- 
ported increases in either collections, credit or total sales 
while 9 cities reported increases in all three. 

High-lights of the monthly analysis are shown in the 


tables below: 








High-Lights for April 


61 Cities reporting. 
21,172 Retail stores represented. 


COLLECTIONS 
30 Cities reported increases. 
0.4% Was the average increase for all cities. 
10.0% Was the greatest increase (Toledo, 
Ohio). 
2 Cities reported no change. 
29 Cities reported decreases. 


7.0% Was the greatest decrease 
Okla.). 


(Ada, 


CREDIT SALES 
16 Cities reported decreases. 
0.4% Was the average decrease for all cities. 
10.0% Was the greatest decrease (Ada, 
Okla.). 
41 Cities reported increases. 
11.0% Was the greatest increase (Dayton, 
Ohio). 
4 Cities reported no change. 


TOTAL SALES 
40 Cities reported increases. 
0.9% Was the average increase for all cities. 


40.0% Was the greatest increase (Kelso, 
Wash.). 


2 Cities reported no change. 
19 Cities reported decreases. 


9.1% Was the greatest decrease (Charleston, 
W. Va.). 
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“Credit Education” 


(Radio Program Presented by Students of the School of Business, 
University of Oregon, Eugene, Oregon) 


Written by Luther Seibert, Ted Proudfoot; Directed by Freeman Patton; 
February 17, 7:15-7:30, KOAC 550 


Epitor’s Note: This was one of a series of broad- 
casts direct from the University of Oregon campus in 
Eugene, over Station KOAC, sent to us by Daniel D. 
Gage, Jr., Ph.D., Associate Professor of Business Admin- 
istration, Instructor of Credit Management, University 
of Oregon. Those taking part in the broadcast are shown 
in the photograph below. From left to right: Freeman 
Patton, Ralph Severson, Irma Helikson, Luther Seibert, 
Ruth Ketchum, Henry Spivak, Ted Proudfoot. 





NNOUNCER: Good evening, friends. From the 
A School of Business on the University of Oregon 
campus at Eugene, Tau Delta Chi, men’s busi- 

ness professional honorary, in conjunction with Phi Chi 
Theta, women’s business professional honorary, present 
the first in a series of programs dealing with “Business 


Education.” In these programs, interesting highlights 
found lurking in every business transaction, are sought 
out, written into the form of a play, and dramatized by 
the students. 

Tonight’s playlet finds its source in the field of retail 
credit. Since the day when retail credit was first intro- 
duced to this country by Cowperthwaite Bros., back in the 
early 1800’s the American merchant has found the proper 
extension of that credit one of his principal problems of 
business. Whom shall he trust, and whom shall he turn 
down? If he is to accept too many bad accounts, his 
business will soon be a mass of uncollectible receivables. 
On the other hand, if he draws the line too sharply, much 
good trade will be lost to his competitor across the street 
who isn’t afraid to sell on time. 
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Who is a good credit risk, then? How much credit 
can safely be extended to him? For how long? Is se- 
curity necessary? Is security available? A thousand and 
one questions are subconsciously raised in the manager’s 
mind whenever a customer says “charge it.” 

Attempting to find the merchant’s answer to all of 
these perplexing problems, George Adams, mythical stu- 
dent at the State University is interviewing I. M. Keene, 
Manager of Credit Sales at Mason’s Department Store, 
one of Bigtown’s progressive concerns. 

Let’s listen in on their conversation. 

Interviewer: You mean to say, Mr. 
Keene, that 40 per cent of your sales are 
credit sales ? 

Mr. Keene: Yes, to be exact, 43 
per cent. 

Interviewer: Hm, let’s see, you say 
your monthly sales run about $50,000. 
That means that the first of each month 
you mail out statements totaling more 
than—$20,000. You must be pretty sure 
of your customers. 

Mr. Keene: Oh, we make mistakes 
frequently, but on the whole, we feel that 
our Credit Department functions quite 
well. 

Interviewer: About how much do you 
lose from bad accounts, Mr. Keene— 
about 4 or 5 per cent? 

Mr. Keene: Oh, no, 15 years ago, 
when, as one local merchant put it, “a 
man’s credit was reflected in the shine on 
the seat of his pants,” our losses might 
have been that high. However, at present, with modern 
credit checking facilities, bad debts seldom run more than 
1% of 1| per cent. 

Interviewer: Well, that’s some difference! How 
many people do you have in your credit department, 
Mr. Keene? 

Mr. Keene: We have four girls who do the book 
work—keeping the account records and mailing out state- 
ments, while I, as credit manager and my secretary, have 
charge of the actual granting and control of credit. 

Interviewer: Just two people to check up on all those 
customers? I don’t see how you can do it. 

Mr. Keene: Well no, we don’t attempt to do it all 
ourselves. You see there are two sources from which we 
can obtain most of our credit information “ready made.” 

Interviewer: What are they, Mr. Keene? 

Mr. Keene: Well, our first source is the application 
blank the customer fills out on applying for credit. From 
that we obtain information regarding the applicant’s busi- 
ness or occupation, property owned, bank balance, and a 
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list of references. With the information furnished by 
this blank, augmented by that obtainable from the refer- 
ences listed, we can, as a rule, make a reasonably intel- 
ligent decision. 


Interviewer: Yes, I see. But that sounds enough to 
me, why is any more red tape necessary ? 

Mr. Keene: Situations quite frequently arise when 
the application alone is inadequate for our purpose. A 
large percentage of credit decisions are made on the basis 
of information received from the Merchants Credit Bu- 
reau. f 

Interviewer: Oh yes, I’ve heard of it. It’s a coopera- 
tive organization, isn’t it, owned and operated by the 
merchants here? 

Mr. Keene: Yes, that’s right, but some are privately 
owned or operated through C. of C. , 

Interviewer: Could you tell me something about how 
the merchants use it? Frankly, I don’t know much about 
its operations. 

Mr. Keene: Why, yes, but perhaps I could ‘explain it 
best by telling you of an actual case which we handled 
just last week. The customer, a middle-aged woman, ap- 
parently cultured and of some refinement, whom we shall 
call Mrs. Hookum, had selected a rather expensive 
bracelet. 

(Fade out.)—Skip to Scene II 


Scene II 
(Voices, etc., heard in the department store.) 

Customer: Yes, this bracelet is exactly what I want. 

Salesman: I think you have made a very wise choice, 
madam. It’s one of the finest that we carry, and very 
reasonably priced too. 

Customer: You said it was $60. 

Salesman: Yes. Now, is this to be a charge? 

Customer: Yes, and I shall want to take it with me. 
I want to wear it at the Country Club tonight. 

Salesman: Under what name is your charge account 
here, Mrs.————? 

Customer: Hookum, but I have never opened a charge 
account here. You see, I have bought most of my things 
before at Marshall’s. 

Salesman: Oh, that will be easily arranged, Mrs. 
Hookum ; but, since we are not allowed to O.K. credit, 
let’s see Mr. Keene. I am sure he'll accommodate you. 
For my sales slip, what’s your full name and address ? 

Customer: Mrs. Mae Hookum, 1776 Senate Drive. 

Salesman: (slowly) Mrs.—Mae—Hookum—1-7-7-6 
—Senate—Drive. Thank you, Mrs. Hookum. Right 
this way please. Mr. Keene’s office is on the mezzanine. 

we 





Salesman: Miss Sharpe, this is Mrs. Hookum. She 
wishes to see Mr. Keene about opening a charge account. 
Here is her sales slip. I’m.sure Miss Sharpe can take 
care of you, Mrs. Hookum, and if you will excuse me, 
I’ll get back to my department. 

Office G.: I believe Mr. Keene is free. Won’t you sit 
down, Mrs. Hookum, and I will call him. 

Customer: Thank you. 

(Buzzer, click or some other like effect.) 

Mr. Keene: Yes? 


Office G.: Mr. Keene, a customer is waiting to see you 
about opening a charge account. 

Mr. Keene: (Voice muffled as if coming over a phone. 
Line may be replaced by a slight pause if effect unsatis- 
factory.) All right, I’ll be out in just a moment. 

Office G.: He'll be right out, Mrs. Hookum. 

(Door opens. Mr. Keene walks out.) 

Office G.: Mrs. Hookum, Mr. Keene. Mrs. Hookum 
has selected one of our $60 bracelets, and she would like 
to take it with her. She wishes to open a charge account 
and place the purchase on it. 

Mr. Keene: Oh, certainly. Please step into my office, 
Mrs. Hookum. I'll be with you in just a moment. 
(Slight pause—in lowered tone.) Check Mrs. Hookum’s 
Credit standing at the Bureau, Miss Sharpe, and bring the 
report in to me if unfavorable. 

Office G.: Right away, Mr. Keene. 

(Sound of footsteps. Door closes on sound of phone 
being dialed.) 

Mr. Keene: Now, won’t you be seated, Mrs. Hookum? 

Customer: Thank you. This won’t take long, I trust. 
I have an appointment with my hairdresser at four. You 
see, I am attending the reception at the Country Club this 
evening—that is why I wished to take the bracelet with 
me. 
Mr. Keene: Oh yes, of course. No, we won't be 
long, just a few routine questions. How long have you 
been in the city, Mrs. Hookum—if you’re new to the 
store, you must be new to the town. 

Customer: I have lived here before, but never opened 
a charge account at this store. 

Mr. Keene: Do you have accounts at other stores? 

Customer: I had one at Marshall’s, but haven’t used 
it lately, as I have been living in Denver for the past six 
months. 

Mr. Keene: I see. Mr. Hookum’s business keeps him 
on the go, then? 

Customer: Oh yes, his interests in other cities keep him 
travelling a good deal, and he insists that I accompany 
him. It interferes somewhat with my social life, but I 
try to do as Henry wishes. 

Mr. Keene: (Warmly) Of course. What type of 
business is your husband in, Mrs. Hookum? 

Customer: Why, he is with the brokerage house of 
Baker and Dudley. 

Mr. Keene: Oh yes, I know the firm quite well. Has 
he been with them long? 7 

Customer: Oh yes, this is his eighth year with the 
company. Before that he worked with Maret—( Fades 
out. ) 

Announcer: And now, six blocks away in the office of 
the Merchants Credit Bureau. 

(Slight pause—typewriter noise—telephone rings— 
typewriter stops. ) 

Bureau Mgr.: Merchants’ Credit Bureau, Mr. Pry 
speaking —Who is this calling?—Oh, Mason’s—yes— 
yes—Will you repeat that name please—Mrs. Mae— 
Hookum—1-7-7-6—Senate—Drive. (Sound of pencil 
scratching during this.) Hold the line please, I’ll have 
it for you in a minute. 

(Sets phone down, moves chair, walks, pulls out 
drawer, fingers papers, mumbles. ) 
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Bureau Manager: Fischer, Gordon, Harris, Hillman, 
Hooker, Hookum—Mrs. Mae, 1776 Senate Drive. Here 
it is. 

(Walks back to phone, sits down, rattles phone as if 
picking it up.) 

Bureau Mgr.: Hello, Mason’s. Here’s Mrs. Hookum’s 
record. Hookum, Mae or Mrs. Henry B., has five ac- 
counts in local stores, all overdue, two San Francisco ac- 
counts delinquent. Has not lived with husband for one 
year. Oh, just a minute please, I believe another report 
on Mrs. Hookum came in this morning. Harry, bring me 
that Denver report that just came in. There, over on my 
desk, that’s it. 

(Footsteps as Harry comes over.) 

Harry: Here it is, Mr. Pry. 

(Rustle of paper as if being thumbed through.) 

Bureau Mgr.: Thanks, Harry. Yes, here’s the rest of 
the information. We have a report from the Denver 
bureau that a Mrs. Mae Hookum, resident there for less 
than a year, has two delinquent accounts in Denver de- 
partment stores—Yes, that’s right—You’re welcome. 

(Pause as scene again shifts back to credit man and 
applicant. ) 

Announcer: And now, let’s have another look into 
Mr. Keene’s office where he is finishing up the interview. 

(Mr. Keene’s voice fades in.) 

Mr. Keene: Now, how large a balance were you con- 
templating carrying, Mrs. Hookum? 

Customer: Oh, I make a practice of never letting my 
account run over $200. It becomes rather difficult to 
make the monthly payments promptly if the bill gets too 
high, don’t you think so? 

Mr. Keene: Oh, yes, yes indeed. Do you wish to 
carry our account under your husband’s name or your 
own, Mrs. Hookum? 

(Door opens and secretary walks in.) 

Customer: Under my own name, if you please. 

Office G.: Pardon me, Mr. Keene, but here are the 
papers you were asking for. 

Mr. Keene: Oh yes. Thank you, Miss Sharpe. If you 
will pardon me just a moment, Mrs. Hookum, these pa- 
pers have to do with a rather important contract, and I 
must see to them immediately. (Slight pause during 
which Mr. Keene mumbles to himself.) MMmmn, yes, 
and now, while we’ve prepared the ground work for open- 
ing an account, I think it might be better to defer action, 
Mrs. Hookum, until we have been able to get adequate 
information from your references which will put your ac- 
count upon an established basis. 

Customer: You mean I can’t take the bracelet with 
me now? 

Mr. Keene: Since we will not be able to open an ac- 
count for you today, sales for the present will have to be 
on a cash basis. 

Customer: You can tell the man to put the bracelet 
away, for I’ll look elsewhere, where people are more ac- 
commodating. Good day! 

(Door bangs as customer goes out.) 

Interviewer: Well, she was sure burned up. Say, what 
if you had made a mistake about her? Weren’t you run- 
ning a pretty heavy risk in losing a good customer? 


Mr. Keene: Well, no. I merely asked for the privilege 


of delaying my decision for a day or two. If Mrs. 
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Hookum had been sincere, she certainly would have been 
willing to cooperate to that extent. However, the chances 
were that I was not mistaken. My decision was based on 
the report of the Credit Bureau, and the efficiency and 
thoroughness of its investigations leave little chance for 
error. 


Interviewer: How did they happen to have the infor- 
mation on this one particular woman? Seems that, with so 
many people here in town, they couldn’t possibly check 
them all. 

Mr. Keene: Well, it’s very seldom when we call the 
agency concerning a prospective credit customer that we 
are disappointed by their lack of information. It’s their 
business to know, and they have developed very efficient 
facilities to accomplish that end. 

Interviewer: Just how do they get this information, 
then? 

Mr. Keene: All member stores monthly furnish the 
Credit Bureau with a complete report as to the standing 
of each customer’s account. With old customers, the re- 
ports contain information concerning changes in address, 
slow payments, delinquencies, legal actions taken, and any 
other information that is pertinent to the customer’s gen- 
eral credit standing. With new customers, a more de- 
tailed report is given. (Rattle paper.) From this cus- 
tomer’s credit application blank, we forward to the bureau 
the customer’s address, occupation, bank, property and 
encumbrances, and business and personal references. 

Interviewer: The Credit Bureau acts as sort of a clear- 
ing house, does it ? 

Mr. Keene: That’s right. The bureau condenses and 
classifies this information and keeps it on file, so that it is 
readily obtainable at any time one of the member stores 
may need it. Don’t get the mistaken idea, however, that 
derogatory information is al/ the Credit Bureau issues. 
They have a complete record on practically every charge 
customer in this area, and I’m happy to say that in 24 out 
of 25 cases in which we call the Bureau, the report is 
favorable. 

Interviewer: I can see now, how, with the help of the 
Credit Bureau, you were able to cut your bad debt losses 
so greatly. 

Mr. Keene: Yes, with our present volume of business, 
efficient handling of our charge accounts would be impos- 
sible without the aid of the Credit Bureau. The dead 
beat travels a very hard road now. 

Interviewer: Believe me, knowing what I do now, I’m 
going to keep my credit record clean. Thanks a lot, Mr. 
Keene. 

Mr. Keene: You're quite welcome, George; any time 
I can be of any help to you, drop in. 

Interviewer: I sure will. Thanks again and good-bye. 


* * * 


Radio Program Announcement 


Listen in on Station KQV (1380), Saturday, June 10 
at 7:45 p.m., E.S.T. The Retail Credit Association of 
Pittsburgh will broadcast a credit educational stunt pro- 
gram portraying a retail credit episode. Send your opin- 
ions and criticisms to Harry E. Wilson, Chairman, Radio 
Committee, Gimbel Brothers, Pittsburgh. Pa. 









REDIT control is by far the greatest problem 

facing us in the field of retail credit management. 

It has been overwhelmingly voted the most im- 

portant credit problem in each of the nation-wide surveys 

undertaken by the National Retail Credit Association in 
the past three years. 

Just what is the meaning of credit control? For whose 
benefit is it to be exercised? By whom is credit control 
to be enforced, and what methods are available to achieve 
practical, successful operation? How shall it be brought 
about: by credit managers and bureau managers coop- 
erating voluntarily in each community, or by the com- 
pulsion of law? 

These questions call for our most serious consideration, 
and it is to them that I wish now to direct your most 
earnest attention. 


I. The meaning of credit control. 

First of all, let us get this straight. Credit control 
means not merely control for the benefit of the merchant, 
but for the benefit of the consumer as well. In fact, 
benefit to the customer must be made the primary objec- 
tive of credit control. 

That is to say, the reason for credit control is pri- 
marily to keep the customer solvent, and only secondarily 
to protect the retailer’s profits. It is true that if the cus- 
tomer is kept solvent, if he is prevented from becoming 
involved in debt beyond his ability to pay promptly—then 
it follows automatically that the retailer’s losses and ex- 
penses are decreased and his profits increased. That is 
why the consumer’s interest must be put first. 

And notice that the results are not at all the same if we 
should try to work the formula backward. That is, if 
control is exercised merely for the purpose of protecting 
the profits of the merchant, it does not follow that maxi- 
mum benefits flow to the consumer. Let me give you 
an example. 

A merchant may feel that he is controlling credit satis- 
factorily, as far as he is concerned, if he is keeping his bad 
debt loss down to about one per cent on installment busi- 
ness and about one-half of one per cent on charge ac- 
count business, and his collection percentage shows that 
thirty or forty per cent of his customers are paying 
promptly while the great majority are dragging along as 
slow-pay accounts. 

Expressed in mere figures, his bad debt loss is just an 
abstract percentage, an impersonal cost of doing business 
to be passed on in the form of higher prices. His col- 
lection percentage is only a mechanical figure; nothing 
but an accounting ratio. 

But expressed in human terms, that same bad debt loss 
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may mean that a hundred families were plunged into 
debt so deeply that it was absolutely impossible for them 
to extricate themselves, because this merchant or another 
had granted credit beyond the family’s ability to pay. 
And that same collection percentage means that thousands 
of families were involved in debt beyond their ability to 
pay promptly, with consequent financial embarrassment, 
worry, fear, domestic trouble, impairment of working 
efficiency, and unhappiness in a multitude of homes. That 
is the human side of these figures which runs not in hun- 
dreds or thousands but in terms of millions for the coun- 
try as a whole. 

Isn’t it clear that the degree of credit control which 
the merchant may deem satisfactory as far as his profits 
are concerned, is not proving an adequate amount of con- 
trol for the welfare of the consumer? Credit control 
primarily for the interest of the consumer, however, would 
in turn automatically benefit the merchant. 

The inevitable conclusion as to the meaning of credit 
control is precisely this: it means preventing consumers 
from becoming involved in debt beyond their capacity to 
pay promptly as agreed. 

Well, how do families become so involved? There ap- 
pear to be two main causes, and to bring these under con- 
trol requires the cooperation of credit men and bureau 
managers in each community. 


II. Poor credit granting in the case of new accounts. 


The first of these causes is poor credit granting in the 
case of new accounts. Charge accounts are opened and 
installment sales are made to customers who, even at the 
time of the sale, are already involved up to or beyond 
their capacity to pay promptly as agreed. 

Why does this occur? How can such things be done 
by intelligent credit managers? 

The first reason is opening accounts on insufficient in- 
formation, with the result that the credit manager does 
not know that the customer is already too involved to 
merit additional credit. The remedy here is clear. It 
calls for closer cooperation of credit managers and the 
bureau. It means simply a definite policy of getting a 
report from the bureau before opening an account, and 
reporting all accounts opened to the bureau. 

The second reason is failure of the credit manager to 
be guided by the information received. The information 
plainly shows that to open the charge account or make 
the installment sale would involve the applicant in debt 
and make him slow pay with the merchant or with fel- 
low merchants. Yet, the customer is deliberately involved 
in overindebtedness. Why? ‘The answer is twofold. 

First of all, the merchant or credit manager concerned 
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thinks that he is a better collector than other creditors, 
but too many of the applicant’s creditors think the same 
about themselves. And the result is the deliberate in- 
volvement of the family in overindebtedness by clever or 
unscrupulous merchants (whichever term you wish to 
call them), followed by a “race of diligence” among these 
merchants to beat each other out in grabbing the family’s 
income and assets which they well know will not be 
enough to satisfy all. And the family suffers! It is kept 
perpetually, or for long periods of time, in a nerve-wreck- 
ing, insolvent or slow-pay condition, and often it is 
despoiled of its assets. 

A second closely associated reason is that the credit 
manager or merchant concerned is unethical and short- 
sightedly selfish. He is so blinded by his own personal 
greed as to be unconcerned about the effects of his policy 
on his customers and his fellow merchants. The remedy 
is a higher sense of ethics which can be fostered by a 
strong community credit control policy. And if such 
voluntary cooperation among credit granters and the 
bureau in a community policy should fail, then compulsion 
of fair credit practices through the enactment of legis- 
lation is inevitable. 

But only part of the involvement of families in over- 
indebtedness arises from poor credit granting in the case 
of new accounts. A second very important cause is fail- 
ure to control the old accounts already on the books. 


III. Failure to control accounts already on the books. 


Undoubtedly the major cause of involving families in 
overindebtedness is failure to control the account after it 
is opened. I mean that additional credit is granted by 
a merchant to his customers even though the latter are 
already delinquent. 

The credit msnager is perhaps quite strict in credit 
granting, clearly explaining the terms of the store, and 
getting the applicant’s promise to pay in full by the end 
of the month following purchases. A credit limit cor- 
responding to what the customer can pay in one month is 
set, and since credit investigation has shown the applicant 
to possess the ability and willingness to handle this amount 
of credit promptly, the account has been put on the books 
and started off in a perfectly sound manner. 

However, the customer fails to pay in full as agreed, 
and, in spite of collection follow-up, becomes thirty days 
or sixty days or more delinquent, and then comes in to 
make an additional credit purchase without first paying 
the delinquent balance. 

At this point the credit manager fails to control the 
account and plunges the customer further into his condi- 
tion of overindebtedness. Even though the credit limit 
was not exceeded, the very fact that the customer failed 
to pay as agreed, and failed again in spite of collection 
follow-up, to pay the delinquent balance before asking 
for more credit proves either (a) that he is unwilling to 
pay, or (b) that he is already overindebted beyond his 
capacity to pay promptly. Yet the credit manager goes 
ahead and loads on an additional burden of debt by au- 
thorizing the additional credit purchase. This is the 
most frequent way in which we plunge consumers into the 
misery of debt: by granting more credit on top of a bal- 
ance that has already become delinquent by letting a 
customer incur additional debts after he has proved that 
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he is already indebted beyond his ability to pay promptly 
as agreed. 

Before authorizing the credit purchase, the credit man- 
ager may or may not interview the slow-pay customer. 
But if he does, practically any excuse (and there is a 
multitude of plausible ones) is accepted, as the slow-pay 
is allowed more credit without paying or arranging to 
pay the delinquent balance. Any such plausible excuses 
may well be accepted as sufficient reason for delaying 
severe or harsh collection procedure. But they certainly 
cannot be accepted as justification for additional credit 
before payment or arrangement for payment of the de- 
linquent balance. In such cases, the merchant may feel 
obliged to extend leniency in his collection procedure, but 
he is not obliged to sink the slow-pay customer further 
into debt. Nor is he obligated to carry the customer, in 
these modern days; characterized by the existence of a 
variety of consumer financing institutions serving all 
classes of consumers. 


The remedy for consumer overindebtedness and slow 
payment, resulting from failure to control accounts after 
they are on the books, has already been found in the 
fundamental principle of temporarily suspending delin- 
quents. 

This policy means that when a customer has become 
delinquent in paying his accounts, he is refused additional 
credit until either (a) he pays up the delinquent balance 
or (b) he makes a definite agreement to settle it according 
to a specified schedule, meanwhile paying promptly and ac- 
cording to terms for the additional credit purchases made. 

This policy is followed by individual stores of the 
better type here and there in cities all over the country, 
and it is the outstanding feature of the community credit 
policies of Minneapolis, Detroit, Cincinnati, and other 
cities, organized by the leading stores in those cities. A 
description of these successful community credit policies is 
contained in a recent booklet by Dr. Clyde William 
Phelps, entitled 4 Community Credit Control Policy. 

It is in this direction that we find the greatest oppor- 
tunity for cooperation among credit sales managers and 
their bureaus. It is here that outstanding leaders among 
credit men and aggressive bureau managers in each com- 
munity can, by the organization of a community credit 
control policy, make a contribution of the highest value 
and far-reaching importance toward a sounder and more 
profitable credit business in their cities. 


~or 


Giles C. Driver Named Chairman, Credit 
Management Division, N. R. D.G. A. 


Giles C. Driver, Credit Manager, The May Company, 
Cleveland, Ohio, a past President of the National Retail 
Credit Association, was elected Chairman of the Credit 
Management Division of the N. R. D. G. A., at its an- 
nual convention in that city. He succeeds Charles W. 
Harvey of the Gilchrist Company, Boston. The annually 
elected Board of Directors also elected H. C. Hendrix 
of the Kaufman-Straus Co., Louisville, first Vice-Chair- 
man; F. J. Fitzpatrick, Kresge Dept. Store, Newark, 
second Vice-Chairman; and C. Ray Cook, Ed. Schuster 
& Co., Milwaukee, Secretary-Treasurer. 





The Best Collection Policy 


(Continued from page 15.) 


redemption of credit promises, your customer has added 
another rivet in the strengthening of the credit structure 
whenever he has learned the lesson of redeeming his 
credit promises on the due-dates. 

Call his attention, therefore, to the violation of the 
contract directly, but courteously. Show him that you 
are ready to make good, if for any reason your merchan- 
dise is not up to contract. But if you have satisfied your- 
self and him that you have observed your part of the 
contract, appeal to his sense of honor in a way that will 
make him try to live up to it. If he is temporarily em- 
barrassed, the least he can do is to answer your letter, 
giving you the reasons for defaulting on his contract. 
And don’t apologize to him for requesting a settlement of 
his past-due account. Surely no apology should be forth- 
coming from you who have lived up to your part of the 
contract to a debtor who has defaulted on his. 


4. Appeal to the Customer’s Sense of Fair Play.— 
Closely allied with the appeal to the customer’s sense of 
honor is the appeal to his sense of fair play. An appeal 
to fair play kindles a spark in even those who are not 
above requesting special favors and profiting by them. 
The creditor making this appeal must, however, be play- 
ing fair himself when he makes it. 

5. Appeal to His Credit Standing and to His Self- 
Interest—You can frequently make a very effective ap- 
peal to your debtor who has allowed his account to be- 
come past due, by showing him the effect of his default on 
his credit standing—the effect not only upon you, but 
upon other sellers. It is particularly important to stress 
the effect upon the other sellers. There need be nothing 
insincere or unfair in stressing this particular point. It 
is a fact of modern credit-granting which your customer 
ought to know, but which too frequently he does not 
know, that his failure to meet his payments with you is 
affecting his credit standing not alone with you, but, in 
the normal course of events, with the majority of those 
from whom he buys. You can tell him casually, as a 
simple matter of information—that in reporting your ex- 
perience with him to the credit bureau when you drew a 
report on him, you were compelled to put unfavorable 
comments after his name. This you can do, and in a 
sense you are bound to do, to protect yourself, himself 
and other creditors and customers, and the whole busi- 
ness and credit structure of which every individual in the 
business world is an integral part. 


Making Use of the Psychological and Economic 
Movements to Collect Past-Due Accounts 

6. Letters Should be Timed.—lf the maturities of the 
accounts always found the customers in funds, there 
would be practically no excuse for past-due accounts and 
thus little occasion for collection letters. But it is a sad 
fact that frequently the maturity dates find the customer 
without the wherewithal to redeem his credit promises. 
There are, of course, many reasons for this unfortunate 
state of affairs. The credit man himself is partly respon- 
sible for it. If he had limited the account to its proper 
size, or if he had sold it on terms on which it presumably 
could be liquidated, the payment might have been made. 
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But though a great deal of the responsibility for “‘past- 
dues” lies with the credit man, who passed the credit, we 
are not concerned here with the mistakes that the credit 
man may have made, or with a consideration of the fac- 
tors that he may have overlooked in checking ; our concern 
is with the past-due debtor, and with the collection of 
payments from him, whatever the causes were for his 
default. 


Let us assume that the maturity of the account finds 
the debtor without funds. Collection letters themselves, 
no matter how courteously or strongly phrased, cannot 
supply the debtor with funds, though they may in many 
cases persuade him to acquire them by borrowing. But 
if these possibilities for acquiring funds do not exist, then 
the obvious thing for the collection man to do is to time 
his collection appeals to coincide with the appearance of 
funds in the bank of the debtor. For example, if an ac- 
count has become past due in a community which is suf- 
fering from a strike or a flood or some other catastrophe, 
it is obviously the part of wisdom in most cases to wait 
until the effects of the catastrophe have been overcome. 
Similarly, a credit man dealing with customers in a com- 
munity that has strong seasonal industrial or agricultural 
aspects, will find his appeals for past-due accounts far 
more effective if they are addressed to debtors to coincide 
with seasonal high spots in these communities, than if they 
are addressed to these debtors in a slack period. 

All of this may seem self-evident. Yet there are few 
credit men who take these considerations sufficiently into 
account. For this reason it has seemed wise to go into 
some detail on this point, by illustrating it with material 
taken from America’s greatest seasonal industry—agri- 
culture. 

“Der 


Eliminating Collection Correspondence 
and Clerical Savings in Collection Work 
(Continued from page 18.) 


statement and was not convinced until he started weeding 
through the piles of correspondence of a two weeks’ period. 

Credit correspondence is in reality sales correspondence, 
since you are attempting to sell a customer on the idea of 
sending you a check but at the same time, you wish him 
to come in and purchase more merchandise. Eighty per 
cent of the problems that come up in a credit department's 
correspondence are repeated at least within a thirty-day 
period. Analyze how many letters your Correspondents 
average per day; take two clerks and ascertain if they 
have given the same problem the same answer in a differ- 
ent way. 

If the merchandise we sell today were manufactured in 
the same haphazard manner in which credit correspond- 
ence is many times handled, the actual cost of the mer- 
chandise to the customer would be many times the price 
at which we now sell it. The difference between the two 
problems is that the manufacturer studies the problem 
until he can place on paper the proper specifications as an 
answer to the problem and then he uses those specifica- 
tions. If credit letters were handled in the same manner, 
the cost of these letters would be reduced in the same 
manner, the goodwill would be increased and the ill will 
decreased. 
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Credit Executives, Debtors, Creditors, 
and Economic Mystery 
(Continued from page 4.) 
thought of famine. There are also countless other indis- 
pensable, ingenious additions to living which a few years 

back were beyond imagination. 

Take transportation as an example of progress. It was 
predicted man would never fly. As late as 1920 the aver- 
age yearly travel per person in the United States was 500 
miles. Last year it is estimated that 2,500 miles were 
traveled for every man, woman, and child. Think what 
this travel has done to our economic life. Think what it 
has done for installment credit. 


We are only beginning to learn about life, about credit, 
about exchanges, about promises and their fulfillment. 
By comparing what has been with what is now, hardly 
any imagination is required to think into the future of 
bigger opportunities for the use of credit and other thou- 
sands of new fields that await only courage and intelligent 
industry. The field of credit is tremendous already, yet 
only its surface is scratched. Try to imagine that there 
will be added to human comfort in the next 25 years as 
much as has been added in the past 25 years, and you will 
know that tomorrow there will be trade and exchanges, 
debtors and creditors, on such a scale as was never before 
thought possible. It is my prediction that promises of the 
future will be more certain of fulfillment. The credit re- 
lation will be more sacred, honesty will increase—it will 
be enforced because human welfare so wills it. Upright 
relations between debtors and creditors will climb to a 
new moral plane. Economic necessity will do more for 
the enforcement of honesty in the next generation than 
religious teachers have been abie to do in all the genera- 
tions that have passed. Human value will take top place 
among all other values. 

Lastly, the credit man who knows, who really under- 
stands debtors and creditors, who is not a glorified book- 
keeper nor a hard-boiled collector, who makes living an 





art and the management of credit a profession, who actu- 
ally believes in the average debtor and can honestly com- 
pliment his fine performance, and who, despite all the 
uncertainty and hardship of daily life, loves life; to this 
credit man the future offers everything equal to his ca- 
pacity and ambition. Promises fulfilled in the future will 
certainly eclipse any of the past. Credit granting is finally 
a worthwhile profession with a future, with the responsi- 
bility of seeing to it that not only debtors, but also credi- 
tors, keep their promises; that there be no mystery to 
economics, and that there shall be no depression resulting 
from mismanagement of credit, either publicly or pri- 
vately. 


~~ er 


Half Century of Credit Service 


(Continued from page 11.) 


Careful and competent credit reporting is considered 
the primary function of the bureau, and it has been found 
that merchants seldom open accounts in cases where the 
past credit record has been bad. 

Education of the public in the proper use of credit— 
and this includes merchant members of the bureau—has 
been done through occasional news stories, newspaper ad- 
vertisements, and through a bureau bulletin. These 
agencies are also helpful in cautioning customers against 
going into debt beyond their ability to pay. 

Interchange of credit reports through the 1,310 bu- 
reaus of the Associated Credit Bureaus of America with 
Reporting Bureaus all over the nation is without ques- 
tion a worth-while service to us. 

It has definitely paid our local bureau to take an 
active part in the activities of the National Retail Credit 
Association, and in our regional and state organizations. 

Without applying these principles to our local organ- 
ization, and changing methods to meet new conditions as 
they affected the business structure of the community, we 
would not be preparing to observe our 50th anniversary 


in 1940. 


PROXY -- Delegate National Retail Credit Association Convention 


San Francisco, California, June 20, 21, 22 and 23, 1939 


To THe Nationat Retait Crepir AssociaTION: 


I, a member in good standing of the National Retail Credit Association, do hereby appoint and 


designate 


as my proxy, to act as my attorney and in my stead vote my membership at the Convention of the Na- 


tional Retail Credit Association, held in San Francisco, California, June 20, 21, 22 and 23, 1939, for 
the election of officers or on any other matter upon which a vote is taken. 


WITNEss: 


Signed 


Firm 


Address __- 


Proxies can be voted only by a member in same or adjoining state as signer of proxy. 


JUNE, 1939 
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The Collector’s Message to 
The Manager of Credit Sales 


By F. E. MIRACLE* 
Collection Manager, Casper Credit Exchange, Casper, Wyoming 


-§ COLLECTORS, we believe we are as important 

A to the manager of credit sales as the credit sales 

manager is to the institution by which he is em- 

ployed. Our functions, of course, differ in a great many 
respects. 

The manager of credit sales opens the account and 
the collector closes it, if and when the debtor fails to pay 
as agreed. The reasons for his failure to pay could be one 
of many. However, the reason that I shall deal with is 
the one that is the biggest headache to most collectors. 
I make the statement that if the manager of credit sales 
would see to it that credit was not extended to a debtor 
who was already involved beyond his ability to pay, this 
type of delinquency would occur less frequently. I don’t 
believe the credit would be extended if the credit man 
would take more time to investigate the debtor before open- 
ing the account. 

The credit department determines the debtor’s income, 
its source—estimates expenditures, determines paying 
habits and as a rule that’s about the extent of the investi- 
gation, so the debtor who is already loaded to the gills 
with payments takes on another contract. 

As managers of credit sales your alibis for making a 
deal with a prospective debtor of this type will probably 
be that the Credit Bureau failed to report other outstand- 
ing contracts. Let’s assume that that is correct, but why 
weren’t these other contracts reported? The reason un- 
doubtedly is that the bureau’s files did not indicate other 
outstanding contracts. Now why didn’t their records re- 
veal these other contracts? The answer is very simple. 
You gentlemen, as credit sales managers, failed to file or 
record your contracts. Worse than that; you even failed 
to report them to the bureau. 

Regardless of the excuse for opening the account, it has 
been opened. The next question is: What happens when 
the debtor is unable to meet the payments? Here is the 
answer: The Manager of Credit Sales becomes alarmed 
and the pressure is put on, either through his own depart- 
ment or by placing the account with a Collector. In many 
instances the Collector is instructed that the Credit De- 
partment wants its money and not the merchandise; and, 
in an effort to satisfy the client, the Collector then con- 
,tacts the debtor and insists upon full payment. He sug- 
gests the bank or loan company. A loan is arranged— 
usually a short-time loan. Payments are so large that in 
order to meet them other contracts become delinquent. 
Other credit sales managers become excited and for a 
short time at least the debtor has been started down the 
road to bankruptcy. A condition like this is very easily 
brought about and can be traced to the Credit Depart- 
ment’s failure to obtain the proper information before 
granting the credit, plus the desire upon the part of the 


*Address delivered before the Ninth District Conference, 
Colorado Springs, Colorado, April 23, 24, 25, 1939. 
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debtor to acquire the merchandise, little considering that 
there is always a pay day. 

In each instance it becomes the job of the Collector to 
resell that merchandise whether it be for cash or in install- 
ments. Our difficulty in handling this type of account 
should explain why, in so many instances, it is necessary 
that the account be collected in small installments over a 
period of time which you gentlemen, as Credit Sales Man- 
agers, think unreasonable. Please bear with us; for once 
an account of this type becomes delinquent and it is nec- 
essary to place it with a Collector, that collector should 
be allowed to handle that account in the manner in which 
he thinks best. When placing the account for collection 
be sure that the Collector is given all the information that 
will assist him in bringing about the collection. State- 
ments should be furnished promptly upon request and 
above all when you credit men have entrusted us with a 
collection, stay out of the picture. Don’t allow a debtor 
to come to you with a sob story and you in turn tie the 
hands of the one to whom you have entrusted the account. 
Remember, when you give us an account for collection 
you admit your failure or inability to satisfactorily close 
that transaction. So, in closing, after having made this 
admission, why make the collection of the account that 
much more difficult for us to handle? 


DE" 
J. Price Olive Moves to Fort Worth 


J. Price Olive has been appointed Manager of Credit 
Sales and Promotional Director of The Fair Store, Fort 
Worth, Texas. Mr. Olive has served as Credit Man- 
ager of the Titche-Goettinger Co., Dallas, during the 
past 10 years. He is Vice-President of the Associated 
Retail Credit Men of Texas. 

' er 
New Bureau Manager at Chicago 


Theo. Lacy, Jr., recently resigned as Credit Manager 
of the Wieboldt Stores, Inc., to become. President and 
General Manager of the Credit Reference Exchange, Inc. 
This is the Credit Bureau used by the principal Chicago 
stores and was owned and operated for many years, until 
his death in January, by Frederick L.. Davies. F. L. 
Moore succeeds Theo. Lacy, Jr., as Credit Manager for 
the Wieboldt Stores. Mr. Lacy is President of the As- 
sociated Retail Credit Men of Chicago. 

** * *# 


Important Notice 


Delegates who are driving to the National Convention 
and whose hotel reservations have not been made for 
Sunday, June 18, are urged to time their arrival in San 
Francisco for Monday morning, June 19. It is sug- 
gested by the Convention Committee that, if necessary, 
Sunday might be spent in one of the near-by cities. 


The CREDIT WORLD 
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Tentative Convention ‘Program 


Twenty-Seventh Annual Convention, National Retail Credit Association and Associated 


Credit Bureaus of America, Inc., June 20-23, 1939, Palace Hotel, San Francisco, California 


HE tentative program for our Twenty-Seventh An- 
nual Convention (addresses only) to be held in San 
Francisco, June 20-23 is shown below. Group meet- 


ings are scheduled for Monday afternoon and evening, 
June 19; also for Tuesday and Thursday afternoons. 


TUESDAY MORNING 
JUNE 20 
10:15—Appress—‘ Twenty-Seven Years After.” 
L. S. Crowder, National Retail Credit Associa- 
tion, St. Louis, Mo. 
10 :30—Appress—" Business for Profit or for Fun.” 
W. S. Murray, Manager, Pacific Finance Cor- 
poration, San Francisco, Calif. 
11 :00—Appress—" Yesterday, Today and Tomorrow.” 
Colonel Robert A. Roos, President-General Man- 
ager, Roos Bros., San Francisco, Calif. 
11 :45—Appress—* The Beginning of Wisdom.” 
Frank T. Caldwell, Associated Credit Bureaus 
of America, Inc., St. Louis, Mo. 
12:00—Appress—"Rehabilitating the Worthy Con- 
sumer.” 


A. E. Kaiser, Bullock’s, Los Angeles, Calif. 


WEDNESDAY MORNING 
JUNE 21 

10:45—Appress—Dr. Aurelia H. Reinhardt, President, 

Mills College, Oakland, Calif. 
11:45—Appress—‘Credit Personnel.” 

Miss Marion O. Brooks, Baton Rouge, La. ; 
President, Credit Women’s Breakfast Clubs of 
North America, Inc. 


THURSDAY MORNING 
JUNE 22 
9 :40—Appress— The Importance of Collection Serv- 
ice.” 
Lyman P. Weld, Longmont, Colo. ; Chairman, 
Collection Service Division, Associated Credit 
Bureaus of America, Inc. 
10 :00—Appress—“ The Returned Merchandise Prob- 
lem.” 
H. L. Bunker, H. C. Capwell Co., Oakland, 
Calif. 
10 :30—Appress—“ The Chandler Act and the Wage 
Earner.” 
Honorable Judge E. Snedecor, Referee in Bank- 
ruptcy, Portland, Ore. 
11:10—Appress—‘You Can't Escape Responsibility.” 
Harold A. Wallace, Joliet, Ill.; Vice-President, 
Associated Credit Bureaus of America, Inc. 
11 :30—Appress—‘Letters That Tell, Sell and Collect.” 
Waldo J. Marra, Correspondence Director, Bank 
of America, N. T. S. A., San Francisco, Calif. 





12:00—Appress—“Greetings From Our Wholesale 
Friends.” 
Eugene S. Elkus, Past-President, National As- 
sociation of Credit Men. 


FRIDAY MORNING 
JUNE 23 
10 :00—Appress—“Our National Legislative Activities.” 
R. Preston Shealey, Washington, D. C. 
10:15—Appress—“ Retail Credit Survey for 1938.” 
Malcolm L. Merriam, Bureau of Foreign and 
Domestic Commerce, Washington, D. C. 
10:35—Desate—Between Two Leading California Uni- 
versities. 


GROUP CONFERENCES 
Monday, Tuesday, and Thursday Afternoons 
2:00—GROUP CONFERENCES: PUBLIC UTIL- 
ITIES, FURNITURE, MUSICAL IN- 
STRUMENTS and APPLIANCES. 
FOOD GROUP: Dairies, Grocers, Meat 
Dealers, Ice and Fuelhk PETROLEUM. 
BANKING and FINANCE. SPECIALTY: 
Men’s-Women’s Wear and Shoes. PROFES- 
SIONAL: Doctors, Dentists, Hospitals. 
DEPARTMENT STORES. JEWELERS. 
STATIONERS and PRINTERS. Associated 
Credit Bureaus of America, Inc., REPORT- 
ING and COLLECTION. 


MONDAY EVENING 
7:00—GROUP CONFERENCE “OPEN HOUSE” 
(This meeting will be conducted by the Chair- 
men of the larger groups and will deal entirely 
with consumer credit as it affects the various 
lines of retail business. ) 


ENTERTAINMENT 
Monday 
10:00 p.m.—To be announced. 
Tuesday 
8:00 p.m.—Delegates assemble at Ferry Building for 
boat ride and entertainment aboard the “Yerba 
Buena,” Flagship of the Key System. 
Wednesday Afternoon and Evening 
During the entire afternoon and evening the dele- 
gates and their families will be free to enjoy 
the pleasures of Treasure Island and may re- 
turn by regular ferry at any time desired. 
Thursday Evening 


8:00 p.mM.—ANNUAL BANQUET. 














The United States Liner “Manhattan,” making the Second Convention Cruise 
of the New York State Bankers Association under Cook’s management 


CONVENTION CRUISES 
AAA with COOK’ 


COOK’S maintain a special department for planning and managing Convention 
Cruises, for Seagoing Vacations for clubs and other organizations. We are pre- 
pared to secure desirable ocean liners, prepare practical itineraries, take charge 
of promotion campaigns to create interest in each cruise. During recent years 
we_ have arranged successful convention cruises for many leading State and Na- 
tional organizations. Our Convention Department organizes social and sports ac- 
tivities on board ship, makes all shore arrangements at the ports of call selected. 


\moneg thy lyn pe ant CJreaniur LOTLS Have Served 
EQuITABLE LIFE ASSURANCE SOCIETY 
LOUISIANA BANKERS ASSOCIATION 
MANHATTAN LIFE INSURANCE COMPANY 
NATIONAL LUMBER EXPORTERS ASSOCIATION 
New YorK STATE BANKERS ASSOCIATION 
NortH CAROLINA BANKERS ASSOCIATION 
NortH CAROLINA Bar ASSOCIATION 
NortH Caro_inaA MEDICAL SOCIETY 
PENNSYLVANIA CONFECTIONERS’ ASSOCIATION 
SOUTHERN GAS ASSOCIATION 
AMERICAN Supp_Ly & MACHINERY MANUFACTURERS’ ASSOCIATION 
NATIONAL SuppLy & MACHINERY DistripuTors’ ASSOCIATION 
SOUTHERN SuppLy & MACHINERY DistTriputrors’ ASSOCIATION 
VIRGINIA STATE BAR ASSOCIATION 
VIRGINIA BANKERS ASSOCIATION 


Address all inquiries to 
CONVENTION DEPARTMENT 
H. H. ALLEN, Manager. 


THOS. COOK & SON—WAGONS-LITS INC. 
589 Fifth Avenue, New York 
Established 1841 350 Offices Throughout the World 


COOK’S FOR TRAVEL EVERYWHERE 

















